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[Text] Chapter I. Analysis of Investments of State Participations during the 
Period of 1971-1978 


1. General Analysis 


The rather sluggish management situation which in some sectors is rather serious 
regarding the state participation enterprises, characterized by the unsatisfactory 
development of investments, which may be conspicuous in terms of monetary values 
but which are accompanied by growing areas of loss, as well as by the constant ex- 
pansion of indebtedness and the subsequent increase in the financial burdene, 
when it comes to formulating long-term programs for the system, leads to a rather 
prejudicial critical evaluation of the development of the state participations, 
particularly between 1971 and 1978, giving ue an overall picture from which emerge 
correct references regarding the time at which the situation revealed regrettable 
detertoration, along with the gultiple causes of this decline. 


All of thie, by the way, must be pointed out in the full complexity of the aspects 
involved in the light of the current situation which determines the long-term pro- 
graeme. These programs as a matter of fact must correct some of the effects of the 
process of deterioration of the system and must help remove its causes so that the 
public entrepreneurial system will resume ite function--long carried out in the 
fifties and sixties and in the beginning of the following decade--as a factor of 
economic growth and so that it may help promote « more stable and socially more 
valid development. 


A comparative analysis of the investments of private outfits and those of companies 
with state participation will help us understand past developments. 


Por this comparison we decided to refer to the survey conducted on a sample of 865 
Italian companies by Mediobanca [Medium-Ters Loan Bank], on the basis of which the 
attached table (Table 1) was worked out. 


Under the heading of public companies we showed for the most part the state parti- 
cipations. 
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A look at the above-mentioned table will show us that the investments of the public 
companies reveal a more sustained trend than those of the private enterprises until 
1973, 


Their index as a matter of fact ie a little less than double, having risen from 
100 to 192.9 between 1968 and 1973, compared to a considerably more restrained 
development (except for the year 1969) of investments by private outfits, featuring 
a development which reached its high point in 197) with an index of 140.2 (177.3 
for the state participations) which dropped abruptly to 120 and 108, respectively, 
in 1972 and 1973. During those 2 years we therefore record a heavy drop in the 
private investments by large enterprises; this drop had been reached earlier in 
1971 by medium-sized enterprises. 


The heavily rising trend of investments by state participations which--ff we consider 
them as a whole, rather than the sample taken here, which aleo includes some out~- 
fits with majority public stockholders but not ‘ncluded among the state participa~ 
tions--rises to an index of 193.3 and 198.2 within the 2 years mentioned above 

(thus once again confirming the substantial validity of the sample fteelf), partly 
makes up for the lesser expansion rate of the private enterprises and thus per- 
forming an anticyclic function, although in a more contained fashion than in the 
past. 


The positive development can be explained with the achievement, between 1968 and 
1973, of important initiatives (the establishment of Alfa Sud, the metallurgical 
plante for aluminum, ae well as for lead and zinc in Sardinia, the chemical center 
at Ottana, the start of the doubling of the output capacity of the Taranto Steel 
Mill, etc.), whose state of progress led to a constant ftncrease fn fnvestments to 
the point where they reached their greatest concentration fn 1973, along with the 
completion of most of the work on the initiatives mentioned. 


Starting in 1974 we record a continuous drop in the level of investments by public 
enterprises, with a heavy decline of the index which dropped to 163.2 in 1974. The 
total investments of the state participations as a matter of fact (calculated in 
terms of 1968 lire) declined from 1,762.7 billions in 1973 to 1,446.1 in 1974, in 
other words, a drop of 316.6 billions (or 20 percent) which is the highest recorded 
during the remaining years of the period of time we are examining here. Looking 
again at 1974, on the other hand, we find that the big private enterprises achieved 
an appreciable resumption of investments whose progress nevertheless durfng the 
following yeare is not substantially different from that of the public enterprises, 
Once again we underscore the basic agreement between the statistics for the invest- 
ments of the public enterprises in the sample and the statistics regarding all of 
‘he investments of the state participations for the 3-year perfod of 1975-1977 
where we have the following figures: 157.2, 151.1, and 136.5. 


In summary we must record a definite drop in investments by the big enterprises, 
both public and private; for the former, this happened starting fn 1974 and for 
the latter, it happened starting in 1975. Only in the case of the medive-sized and 
emall-sized enterprises did investments progress more satisfactorily. 


Several factors are involved in an explanation of this disparate development. Above 
all, we have here the greater rigidity to which the big enterprises are subjected, 
the public ones in particular. The private enterprises, especially the medium-sized 
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and amall-eized ones, were able to make adjustments in the organizational structures 
and employment levels, adjusting them to the operational reality witch was emerging. 
To contain the effects of the Worker Statute which, in their judgment, constituted 
obstacles, the emall enterprises stepped up their investwente which were afmed at 
reducing the labor employment coefficient. Productivity thue fn the case of those 
enterprises reached high growth rates which, in the case of many of them, permitted 
an increase in exports. The subsequent growth, albeit in a discontinuous fashion 
due to the ups and downs of the business cycle, in terms of profits, enabled #mall 
private enterprises to finance their investmente with in-house funde, The high 
intereat rates which--because of inflation, loss of competitiveness By the Italian 
economy and the tendencies induced also by the political developments in terms of 
capital export--monetary policy sanctioned and during varfous phases even induced, 
continued to obetruct the development of investments in many enterprises, particularly 
the big and medium ones. 


Regarding especially the development of investments by state participations, it 
reflects the slowdown in the start-up of new initiatives, following the completion 
of those undertaken by the end of the sfxttes, which had requfred a major technical 
organizational, and above all financtal effort. Their completiton should have been 
followed by a period of economic normalcy which would permit the optimum utilization 
of the new capacities, as well as the planning of new actions and the start of those 
that had been programmed. The impact, in the midst of a critical economic situation, 
negatively influenced the investment programe and the company policy of the state 
participations whose operational dimenstons demanded tremendous fnvestments--also 
on the simple inertial leve) not only to maintain the efficiency of the existing 
plants But to complete the initiatives whichwere in progress. At the same time, 

the current crisis heavily eroded the in-house financing capacity, while there 

were certain delays often in just one year in the supply of the money that was sup- 
posed to tncrease the allocation funds already approved by law although their in- 
adequacy had been demonstrated under altered conditions, The request for new in- 
creases, made since 1974 and perfodically repeated, was several times postponed 

by the well-known political vicissitudes which led to the interruption of the Seventh 
Legislature and which was accommodated only by Law 675 of 12 August 1977. The funds 
allocated--once again--turned out to be considerably less than the requirements 
springing from the need for coping with investments that can no longer be postponed 
and carrying out the necessary recapitalizations which ie why the financial balances 
of the enterprises reach preoccupying intensity, so much so as to have a heavy ef- 
fect on the profits shown by the enterprises. 
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Investment Program 
Rome RELAZIONE PROGRAMMATICA in Italian Vol 1, 1980 pp 16-66 
{Text7 Chapter II, Programs for the 1979-1983 Five-Year Period 


l. Investment Eetimates 


1.1. Past developments, which help explain the crisis situations that arose in the 
system of state participations and the reduced capacity of that system to pursue 
the goals which it is supposed to attain, demand that the priority objective of the 
programs of the state participations--which, by the way, gust be coherent with 

the objectives of Law 675 on industrial conversion and the 3-year plan--deal with 
the recovery of balanced business management ifn which there would be a progressive 
elimination of loss areas and that the level of indebtedness be returned to within 
limits that are compatible with correct management. It is a good idea to underscore 
here the fact that tuis is the fundamental condition for restoring adequate motiva- 
tions for the system's management as such, which remaine one of the key points in 
ite legitimate status as a formula of public intervention fn the economy. 





The investment program was spelled out, as we said earlier, in the light of the 
standards and directions contained fn Law 675 on industrial conversion and in par- 
ticular the guidelines emerging from the 1979-1981 3-year program, a program which 
assigned specific investment objectives to the state participations, at the same 
time giving indications regarding the financial support from the state so that those 
objectives may obtained. 


The method pursued in the above-mentioned three-year plan--whose validity can only 
be confirmed was to place this part of production activities and services which in 
many ways was relevant--within the context of overall compatibility on the national 
level so as to make sure that the state participations systems would have balanced 
interaction with the general economic-financial establishment. 


Obviously, considering the time that has passed since the 3-year plan was drafted, 
provision has been made--in correlation with the process of program implementation 
by the management entities as such--for the updating of all of the data character- 
izing the system's operations. 


As we noted earlier, the programs of the state participations are above all aimed 
at the recovery of the levels of economical operation through prevalent actions in 
terms of conversion and reorganization which almost exclusively relate to manufac- 
turing activities. In telecommunications which, as we shall see, absorb most of 
the pertinent investment quota, the ftnitiatives contained in the program involve 
the expansion and constant technological modernization of the network, whereas in 
the energy sources sector--particularly the hydrocarbons sector--actions will be 
tailored to the requirement of guaranteeing a regular supply for the country. 
Apart from an ever more incisive policy of direct relations between the crude pro- 
ducer and consumer countries, which would make the onerous middleman action of the 
big international companies less burdensome, initiatives toward that end cannot be 
restricted within the framework of predetermined schemes but must be wide open to 
any occasion for action which would make it possible to attain the objective of a 
safe supply--an objective which is in turn decisive for the growth of the Italian 


economy . 








ee 


1.2. During the 197%1983 ‘Seyear perfod, the state participations will invest, 
in terme of currert lire, according to what was indicated by way of estimation in 
the programs drawn up for the perfod under study, 37,625 Billions (tables 4, 5, 6, 
7). Tt is a good idea to emphasize here that we decided to make reference to cur- 
rent lire for reasons of homogeneity with the 3-year program which precisely 
adopts this criterion of monetary measure. At the same time we see that the figure 
for the investments of this five-year period results from the sum of sector fovest- 
ments with a differentiated time span and volume because, as we know, the programs 
of the IRI [Tndustrial Reconstruction Institute] mostly tnvolve a 4-year projection 
and in some cases even less. It follows from this that the ftnvestmentes which are 
going to be made will in reality exceed the above amounts which nevertheless looks 
quite respectable right now. 


For the sake of providing complete information, we must note that the investments, 
for the ‘5-year period considered here expressed in constant lire (end of 1978, 
start of 1979), will amount to an overall tetal of 29,400 billfons (4,600 foreign) 
as against almost 16,150 for the IRI, 11,500 for the ENI [National Hydrocarbons 
Agency), and 1,700 for the EFITM [Manufacturing Industry Holding and Financial 
Company) (Table 8). 


The overall total of 37,625 billion in current lire pertains to national territory 
to the extent of 32,384 billions and foreign countries to the extent of 5,241; 
almost 12,000 billions will be reserved for South (Table 15). 


Concerning the distribution of investments among entities, we note that the IRI will 
invest, in Italy, about 21,200 billions, including 7,000 in the South, while the 
ENT will invest 8,700 (3,240 in the South) and the EFIM, 2,530 (1,750 in the South), 


Regarding the makeup of investments, they are equally subdivided among the manu- 
facturing industries and the services while, for the South, the investment quota 

in the manufacturing industry goes up to 60 percent. This is due to the heavy rate 
of investments in telecommunications (35.5 percent of the total) which represent 
more than 70 percent of the investments in all of the service sectors. If, from 
thie angle, we consider the fact that investments abroad almost totally involve 
initiatives in the field of hydrocarbons, there appears an evident tendency toward 
a strong recovery of investments in the manufacturing industry, something which is 
considered indispensable for the resumption of the role of the state participations 
as a moving force. 


1.3. Among the sectors in manufacturing activities, the energy sources sector will 
get the relatively most conspicuous share of investments with 6,770 billion lire 
on national territory alone and 2,450 billion lire will be invested in the South. 


The sector's strategic importance is evident only if we look at the close correla- 
tion between economic growth and energy consumption. The per-capita consumption 
in Italy (the lowest in the EEC and among the industrialized countries) expresses 
the continued existence of economic imbalances between the southern and north- 
central areas and confirms the need for a stepped-up commitment to eliminate them. 


In Italy, individual energy consumption, according to the latest date, amounts to 
2.4 tons of petroleum equivalent (TEP), as against 3.7 for the EEC average, 3.9 for 
the United Kingdom, 3.5 for Prance, 4.2 for the PRG, 5.5 for Holland, and 8.4 for the 

















United States. The policy of moving closer to the most developed countries of the 
EEC hence entails a medium-term tendency toward an increase in the per-capita con- 
sumption which could be contained by orfenting ourselves toward a new model 
characterized by a development of social consumption that would be more fntensive 
than the growth of private consumption. 


To enable the country to cope with the consequences of the new energy crisis it is 
furthermore necessary to try to eliminate waste to hold nonessential consumption 
down. Italy therefore faces difficult and complex problems in order to make sure 
that the flow of energy supplies will be regular. 


This above all means that we must consider some of the peculiar aspects of the 
Italian situation in the energy sector, « situation which fs certainly among the 
most serious, if we keep in mind that, in Italy, the coverage of total energy con- 
sumption from domestic consumption sources--amounting to 19 percent--fs the lowest 
in the EEC. 


The lack of appreciable natfonal energy resources--if we exclude methane (discovered, 
by the way, relatively recently, and in still rather modest quantfties, when com 
pared to those found in other European countries) and the water power source--has 
caused us to give definite preference to the use of crude which, due to the con- 
venience of the price and its wide availability until the beginning of the seventies, 
enabled Italy to surmount its traditfonal status of inferiority in the energy field. 


This is why our dependence on fmported petroleum--whose share out of the coverage 
of our total needs of energy comes to 68 percent--is higher than in almost any other 
country of the Community. 


The percentage as a matter of fact drops to less than 60 percent for France, about 
50 percent for Germany, and to even lower levels for the United Kingdom and Holland. 


In this state of affairs it is evident that, while trying to step up the process of 
diversification of sources, the inevitable increase in energy consumption will 
bring about an increase in crude imports. 


The latest decisions made in Paris (26 September 1979) assign to Italy an import 
quota of 124 million tons of crude for 1985. That might enable us to achieve a 
sufficient development of the national income, especially if all of the measures 
necessary for efficient energy use are adequately developed. 


In the meantime, we need a growing operational commitment to assure the regular flow 
of supplies, to be achieved through various efforts on the international energy 
scene, through growing diversification of sources which would progressively reduce 


Italy's dependence on petroleum imports. 


Naturally, within the framework of assured supplies, we find confirmation of the 
importance of stepping up mining prospecting for hydrocarbons on national territory 
which is producing results of some interest. We have as a matter of fact recently 
had a report according to which the deposited spotted by the AGIP [Natfonal Italian 
O11 Company] in the area of Conove, in the Modena, 1 million tons of petroleum per 
year will be extracted, starting in 1981. At the same time, ft has Been announced 
that the reserves of the Malossa depoeft amount to 40 mfllfon tens of crude and 50 
billion cubfc meters of natural gas. 

















Although it muat be kept in mind that it ia bighly unlikely that prospecting in 
Italy and on fta continental shelf could substantially modify the country's situa- 
tion in the energy field, this nevertheless can help increase or prevent a decline 
in the contribution of domestic producttfon of energy sources to the country's 
total consumption. 


In this context we come to the revival of aining prospecting for hydrocarbons on 
national territory and particularly in the South where there are promising indica- 
tions above all in Sicily and off the coast of the Ionian Sea. 


On the other hand, in the lonian Sea and in the Sicilian Channel, we have already 
had discoveries of natural gas and petroleum which are worthwhile from the commercial 
angle and whose development is being promoted. 


In northern Italy, mining activities will involve the geological topics of the deep 
Strata of the Po Valley, where exploratory results look encouraging. Abroad, the 
sum allocated to it will be taken up almost entirely (5,140 billion ) by energy 
sources and that only confirms the growing commitaent of the ENI to the effort aimed 
at guaranteeing the country the most regular possible and the most diverstfied 
possible flow of energy supplies through coordinated efforts in the mining and 
commercial areas. The fields current]~ covered by concessfons will be joined by 
others, off the coast of Mauritania, Ivory Coast, Morocco, Labrador, and Nigeria; 
in the meantime, prospecting will be developed in Yemen and in Oman. 


Initiatives are furthermore underway to work out new operaticaal cooperation agree- 
ments and regarding the long-term supply of crude with the countrfes of the Middle 
and Far East. 


Within the context of a well-organized and dynamic energy supply policy--aimed at 
increasing the diversification of sources-—-we have a project which fs now in the 
start-up phase and which involves the importing, over a perfod of 25 years, of 12 
billion cubic meters of natural gas per year from Algeria. 


To the completion of the methane pipeline now under construction, we can add new 
projects involving the importing of gas from North Africa so as to tncrease the 
contribution from that energy source to the nation's energy balance and to make 
sure that Italy will play a role as a supply channel for some European countries. 


We might recall here that the contacts established by the ENI with producer countries, 
in an effort to intensify cooperation relationships designed to increase the flow of 
crude into Italy from channels which offer greater guarantees of re tability and 
convenience, confirm the excellent timing with whi-h IRI is responcing to the dif- 
ficult vicissitudes af the energy situation as well as the role played by the agency 

in promoting the structural conditions (energy availability) for the country's 
economic growth. 


In the context of initiatives designed to overcome the energy crisis, ENI further- 
more is planning to contribute to the maximum possible development of alternate 
energy sources in order to reduce the share of petroleum products out of the country's 
energy balance structure. 














The ENI has therefore planned its own direct participation fm mineral and commercial 
initiatives in the coal area, ftncluding the production of mixtures of coal-ofl fuel. 
In particular, one major effort will involve the exploftation of the mines of 
Sulcis. The utilization of geothermal resources as well as projects in the field 
of all renewable sources are of major interest, In view of the interest and the 
operational presence which, regarding the topic of coal and alternate sources, 

as expressed also by other management agencies, especially the IRI, there is now 
underway an effort to develop the identification of all possible forms and methods 
of establishment and collaboratfon for the purpose of increasing the effictency of 
the various undertakings while respecting the autonomy and specific missions and 
vocations of the entities themselves. 


For the 1979-1981 3-year period, which precisely covers the 3-year plan, investments 
in the energy sources sector on national territory, according to estimates, amount 
to 3,600 billions, including 850 during the first year of that period of time and 
1,270 and 1,500, respectively, during the second and third years. The development 
here indicates a progressive increase in investments which, by the way, will be 
quite in line with the development curve of an industrial program and particularly 
in the hydrocarbons industry, as soon as the program concentrates on new initiatives. 
We find a similar development for the tnvestments of the ENI abroad wnich, likewise 
during the 3-year perfod, will amount to about 3,000 Billions, with 830 billions 

in 1979 and about 1,000 billions during each of the following 2 years. 


1.4. During the 5-year period, investments in the steel industry, metallurgy, and 
related activities will be in second place in terms of amounts among the invest- 
ments of the manufacturing industries. They come to 5,000 bitllions, of which about 
2,450--or 50 percent--will go to the South: 3,250 billions (1,800 during the 1979- 
198l-year period) pertain to the steel ftndustry alone and out of that amount 1,500 
will be spent fn the South; more than 900 (600 in the South) wiil go for aluminum 
metallurgy and 690 will go to the former EGAM [Agency for the Management of Mineral 
and Metallurgical Concerns] mining and metallurgical sector which, because of the 
initiatives in the South, will absorb 315 billions. 


In spite of some symptoms »f improvement in the demand which emerged in recent months 
in countries of the Western area, we have confirmation of prospects in the steel 
industry which persuaded the EC and the individual member countries--the biggest 
steel producers--to step in with ad hoc support measures to promote the necessary 
reorganizations which--even after the relief has taken effect--will entail major 
personnel absorptions, estimated by the EEC Commission at something like 80,000 
employees. We therefore have here the recurrence of a situation which. if we want 

to tackle it, necessitates actions such as the one which was carried our at the time 
in meeting the crisis in the coal industry. 


On the financial level, the support measures are specifically expressed by massive 
capital contributions, particularly from the French and Belgian governments, aimed 
at considerably (down to a level of close to 5 percent) reducing the financial 
burdens on the billing volume of the enterprises. 


Within this structural crisis, the production establishment of the Italian steel 
industry in its two specific fields of specialization—the field of steel plate 
headed essentially by the Finsider [Iron and Steel Finance Corporation] Group and 
the field of long products where private initiative predominates, with the exception 


























of the department of special steels--on the one hand seems to be fully utilizing 

the characteristics of operational elasticity of the smaller enterprises and on 

the other hand seems to be exploiting the advantages eccruing to the Big enterprises 
with public participation from the very dimensions of the complete cyclic process 

and the location along the coast, tn a plant setup situation whfch fs technologically 
valid in overall terms. [t follows from this that the process of Italfan steel 
reorganization within the overall social context is less traumatic than for the 
other European countries and tnvolves a relatively minor reduction fn the permanent 
personnel force. 


From the economic viewpoint, moreover, the crisis! had a special effect on the 
Finsider Group which was caught in the delicate phase of completing conspicious 
programs for the developyrent of its own production capacities especially in the 
South (here it suffices to recall the doubling of the output of the Taranto steel 
center to 10 million tons) and the start-up of major reorganfzation programs, both 
of them being financed essentially through receurse to the market. 





The crisis furthermore accentuated or brought out some relevant problems pertai.ing 
to the production and organizational setup both of certain departments and of 
individual production units of large and medium size. 


The results of this situation here have been getting progresstvely worse, with the 
consequence of a serious deterioration of the group's financial situation which 

had already been characterized by accentuated undercapitalization due to the almost 
zero contribution of risk capital to the fiuancing of expansion and rationalization 
programs. 


At the end of 1978, the steel sector's asset and financial structure (including the 
companies of the former EGAM managed by Finsider) therefore looked seriously out 
of balance: the overall indebtedness came to 96.1 percent of the invested capital, 
with a subsequent financial burden on the billing volume amounting te 15 percent. 


Under the market conditions described, it is however necessary to complete the ef- 
forts aimed at the recovery of productivity levels which will make it possible to 
increase the margins of competitiveness, continuing with the effort of modernizing 
obsolete or inadequate plants and reorganizing some production lines. In particular 
we are starting the process of reorganizing the Bagnoli Center, an indispensable 
condition for the recovery of the sector, and the completion of the Cornigliano 
Center. We must also try to work toward a better raw material supply policy and 

the timely acquisition of new technologies. 


The return to economic cooperation also implies the rationalization of the special 
steels sector where investments above all--in compliance with Law 279--are atwec 
at the restoration of the p)aints of the former EGAM outfits. In summary, the 
programs of the latter, under study by the CIPI [Interministerial Committee for 
Industrial Policy Coordination], provide for the following: 


At COGNE, the concentration of qualitatively higher production of special steels, 
with particular development of inoxidable, tool, and fast steels, all the way to 
superalloys, This concentration will be made possible by the elimination of the 
integral cycle and the subsquent reorganization and boost of the electrical steel 
plant, with the introduction of two new furnaces and plants for treatment outside the 
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furnace and under « vacuum, The .uetallation of the plante provided fer Teanocogne 
at Aosta aeeumes an eseential role in the reorganization ef the outfit, As « matter 
of fact, thie selution offere undoubted advantages tn terme of plant cest and 
management expenees deriving from dfrect functtonal and erganfzational integration 
with Cogne. The latter furthermore represente the natura) completion of the efforts 
made by the latter in the more highly valued and ftnvelved production aereas--which 
demand the kind of preduction organization, professional skill levele and research 
and control tnatrumente which already exiet at Aostae-and allows greater production 
flexibility at the center. 


In order however to enaure the development of employment in the zone of Aveliino=- 
in line with what te indicated in thie reapect in the national steel tndustry 
Plan=-a project fe now being worked out for mechanical processing and finishing 
of parte for tractors and other parto derived from bare and especial section steel, 


At Breda Siderurgica, the concentration of production and processing of steele for 
bearings and those for structural eteel in the medium-high qualitative range. The 
principal plant projects involve the clostne of one Marin furnace and certain action 
in the rolling mill, in che finishing sections and cold-working departments ase well 
as in the heat treatment sections. In the cement industry which fe tied in with 
the s.eel industry, plans call for the fnvestment of 35 billions in the rationaliza- 
tion projects which, during the J-year term, will entail an expenditures of 29 
billions, including 11 during the first year, 10 during the second and 8 during 

the third. 


A program of sector revival has been worked out for the mining-metallurgical sector 
in accovdance with the provistons of law 279 currently being revised by the CIPE 
[Incerministertal Committee for Economic Planning). 


The program--whore implementation, according to estimates, should be completed in 
1984--features the outlines of a modern production structure which, supplied from 
domestic and foreign sources of the traditional type, and from alternate sources, 
combines and optimizes, in a single cycle, basic activities and down-line processing, 
moving toward special metallurgy and finfehing up with an effort afmed at diversi- 
fication and innovation. 


In this context, mining activities on national territory willte rationalized and 
stepped up. For this purpose it is indispensable for mining activities to be 

part of a more organized effort which would extend to the international level. 
Lead and ztnc metallurgy in turn will be based on new plarts with advanced techno- 
logy whose construction is planned in Iglesiante. 





Conetdering particularly the investments for the 1979-198) three-year period, we 
find that, during that period of time, the major shares p)anned will be concentrated 
on the sectore of the steel industry, metallurgy, and releted activities without 
2,9400 billions, including 665 in 1979, 984 in 1980, and 126 im 1961. It must be 
emphasized that the planned actions should make it possible to achieve major results 
toward the equalization of company balance sheets which eh uldbe achieved during 

the immediately following years. 


Looking at the aluminum sector, plans on the ioternationa! level, call for a resump- 
tion of con ump*fton which should on the average increase 5 percent per year, partly 
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making up for the heavy decline recorded after the 1973 energy crfeie, The pro- 
duction capacity inerease will be definitely lover with } percent per year. The 
gap between these developments will positively influence the prices on metale, 
puahing them up, The eftuation could point to a more accentuated pension in the 
demand-eupply relationship toward the last yeare of the fiveeyear plan. As far ae 
Italy te concerned, the EFIM te already fm a posftion to aseure coverage of 60 per- 
cent of the relative requirements, while the reetdual quota can be taken care of 
with output coming from initiatives that will be undertaken ft countries rich itn 
raw materiale and energy resources, 


The Italian situation in this sector however remaine critical due to the absence 
of a solution to the problem of electric energy costs which makes the Italian pro- 
ducts noncompetitive with the foreign producta where processing has the advantage 
of prices benefiting from the electric energy used in that particular sector. 


If not resolved, thie problem can bring to naught the effort to rationalize the 
planta on which the programs worked out by the EFIM are primarfly concentrated. 


1,5, In the machine-building induatry, programe for the 1979-1983 S-year period, 
call for an overall investment of about 1,970 billions, tmcluding 850 for the south. 
Compared to the TRI, the investments come to 1,167 billions (50 percent fin the 
South). 


In the sector examined here, the automotive department involving state partictipa- 
tion--in epite of the fact that the market is ready for high-grade production-- 
continues to be in an extremely difficult situation which does not give it an 
opportunity for that in-use generation of resources-~-something which the competing 
bufiders are etil)l capable of accomplishing to a great extent--s0 as to renew the 
line of models and to maintain production efficiency. In this eituation--which 
during the 1978-1979 2-year term still reveals some hinte of improvement also as 

a result of the various initiatives undertaken to restore more adequate operational 
conditions--the well-known problems of personnel management exerted considerable 
influence especially for Alfa Sud; those problems for a long time heavily engaged 
the capacity of the management sector. Beyond these internal factore, which are 
expressed by overall productivity shortfalls with levele deffnftely below those of 
the competition, one decisive problem involves the dimensioning of the regrouping 
effort and its positioning on the market with respect to the competitive situation 
which is currently taking shape. 


Indeed, on the international lever’, the auto induatry--in the presence of a modestly 
growing anticipated demand over the next several years, aimed mostly at replacing 
the existing pool--finds itself facing significant problems of preduction rational- 
ization aleo in the wake of the energy crisis. The guidelines adepted by the 
American and Japanese companies, in terms of innovation, standardization of pro- 
ducts and their componente, as well as cost reduction, turn out to be quite signi- 
ficant in this respect. The effort made in recent years by the Japanese industry 

to penetrate foreign markets fs particularly relevant here. 





The European industry finds itself facing this “challenge” from a position of weak- 
ness; in thie connection we must keep in mind that, in the United States, three 
companies alone (one of which is in serfous financial trouble) produce afiout 10 


million vehicles and the two principal companies are present fm Europe with thefr own 
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establishments and an output of 2,5 million vehicles per year; the Japanese, for 
their part, already today export about 700,000 vehicles to the European market and 
recently together with the English industry, which ia in chronic difficulty, have 
launched Cooperation agreements, In this context, the Italian producers certainly 
are not in an easy situation, The Alfa Romeo Group carefully examined the various 
probleme complexes in thie area; in order to tackle Chose of an international nature, the 
efforte launched are primarily aimed at guaranteeing the necessary promptnese and 
flexibility of adaptation of production to the development of the demand, as well 
as support for the company ‘mage. To face the problem of the limited dimensions 
of the grouping, there has been a profound effort to rethink the directions and 
objectives so as to spell out the strategy lines for the eighties. 


Already today however it appears that the problem of the limited dimensions of the 
Alfa Group muet be tackled with a view of cooperation with other companies, in 
‘ine with the actions already inetituted by the principal car makers on the inter- 
national level and with a view toward the internationalization of the production 
structures, 


In the thermoelectric-nuclear department, investments above all involve the establish- 
mente at Sampterdarena, Campi, and Sestri, where the dimenstons of the plants will 

be increased and where the technologies will be considerably improved; this also 
includes, especially with reference to the big transformer department, the centers 

at Milan and Naples which will be reorganized, as well as the Pomezia center which 

is being converted. 


The prospects of the national thermoelectic-mechanical and nuclear industry (within 
which the Ansaldo AM Group plays a major role: more than 50 percent in terms of 
machinery, 85 percent in terme of nuclear engineering, 60 percent for the electrical 
portion of transportation) turn out to be negatively influenced by the continuing 
uncertainties regarding the specific launching of the national energy plan. Indeed, 
an adequate and strong demand on the domestic market constitutes the necessary pre- 
mise for supporting penetration on foreign markets, espectally regarding the 

nuclear sector, where domestic orders (particularly for heavy-water reactors) con- 
atituce the indispensable reference for exports. The drafting of an organic plan 

in the conventional field aleo aseumes great importance, where the group is preparing 
technologies for the coal-fired power plante. 


This situation is all the more influenced in the light of the emall dimensions of 
the domestic industry as compared to the powerful position of foreign competitors 
euch as General Electric, Siemens, Hitachi, and Westinghouse. 


The above-described situation of the Italian industry emphasizes the demand for a 
preciee domestic reference frame, a premise which is necessary to sustain the massive 
commitment which the structures will have to face in order to achieve a more power- 
ful and constant presence abroad and production diversification. 


In the aerospace field, which for quite some time has been credited with a role in 
terms of getting the economic system's development moving, presents a competitive 
picture which, on the international level, is characterized, along the lines of 
development, by recurrent phases of surplus production capacity. In this situation, 
the development of the national industry--which, especially regarding Aeritalia, 

has found major support through the recent cooperation agreement with Boeing for the 
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conetruction of the /6/--should orfent iteelf coward the maintenance of that plan- 
ning and operational flexibility which te made necessary by the cyclic development 
which te eo typical of that industry and the attainment of a balanced afx of pro- 
duction lines (military, civilian, and space). 


From that viewpoint, the effort which Aeritalia and Augusta in particular are making 
requires a government reference frame in terms of support for exporte and financing 
which==in line with what te already being done in other countries--would be expressed 
by an organic undertaking tncluding the specific problems of the sector, probleme 
which, conaidering the high costs of research and planning of new models, aust be 
faced from a viewpoint of international cooperation. 


In the other departments of the machine~building industry, investments of some con- 
sistency tnvolve the diesel industry and industrial machinery as such, above all 
through rationalization programs. 





The EFITM will considerably develop its own activities in the machine~buflding field, 
investing 650 billions there, equivalent to about one-third of the total invest- 
mente in the sector. 


Among major programs we have the helicopter department calling for an expansion-~ 
especially in the South--of existing establishments, as well as the construction, 
again in the South, of plants for the production of spare parts and the reorganiza- 
tion of the old SACA of Brindisi. 


Plant modernization and technological improvement initiatives are contemplated 
within the EFTM programe in the railroad rolling stock department. 


This department fe characterized on the international markets, by a very strong de- 
mand which opens up promising prospects also for the Italian industry which, on the 
domestic market, is heavily influenced by the insufficiency of the programs put out 
by the etate railways which, by the way, continue to award orders according to 
criteria which are not always in keeping with the requirements aseuring continuity 
of work at the technologically most qualffied companies. 


This inadequacy is all the more serfous if we consider the absolute need for boosting 
mass transportation in Italy through a serious plans which would aleo provide 

broad opportunities for the industry of this sector whose plant and technological 
capabilities have reached considerable levels. 


The enterprises of the EFIM recently achieved major successes on foreign markets 
through the acquisition of big orders aleo in the United States. 


Other investments involve the department of defense equipment and systems which pre- 
sents interesting growth prospects and where plants intended for new and collateral 
production efforte will be shifted to the South, such as the production of bigh- 

speed communications channels; the departments involved in the production of petroleum 
equipment and machinery and industrial plants will have their production unfts boosted 
and modernized. 


In the machine-building sector, the ENI will invest 143 billions Both to expand the 
plants that produce machinery and equipment for the hydrocarbons fnduetry and for the 
restoration of the textile machinery companies of the former EGAM. 
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During the 1979-1961 S-year term, plane called for the investment, in the machine~ 
ie induetry, of more than 1,000 Bflifene with 300 in 1979, 330 tm 1980, and 
1 tm 1981, 


1.6. The electronics sector all over the world appeare to be in a stage of strong 
and continuous expansion, with real annual increase rates which, during the decade 
of the seventies, averaged around 15 percent. 


The long-term estimates point to the continuation of the current favorable expansion 
with growthe of around 7 percent for telecommuntcations, 15-20 percent for tnfor- 
mation (25 percent for software activities), 10 percent for industrial electronics, 
15 percent for the componente tndustry, and a high rate for military electronice 
although {t cannot be specifically indicated. 


On the electronic production market, which has been growing rapidly, the competitive 
position of the Italian industry ts substantially rather weak, as indicated by 

the nation's balance in the exchange of electronic products which looks negative 
because of conspicuous imports and growing figures. 


We must however emphasize the fact that a major role by the Italian electronics in- 
dustry and, within it, the IRI Group cannot be contemplated realistically without 
strong support of a continuing and programmed character by the state. The action 
which te involved here must be aimed at offering the Italian enterprises the same 
type of support which the biggest competitors are getting from their governments 

in an effort to guarantee their own enterprises an adequate capacity for innovation 
which must include production processes, technologies, and products. 


This in particular involves research and development products and bere we are quite 
familiar with the gap which exists in fact between Italian government aid to Italian 
companies and what the foreign governments are giving their companies. This is all 
the more serious since we are witnessing here a continuous rise in research ex- 
penditures, in proportion to the company billing volumes, during a phase, such as 
the present one, when important innovations are maturing, innovations which demand 

a ®ajor technical commitment and highly-skilled personnel. 


During the next 5-year period, the IRI Group plane to invest 400 billions with 
major emphasis on the department of instruments for telecommunicationa, with res- 
pect to which the programs called for the growing development of syrtems based on 
electronic technology; concerning instrumentation and automation, the companies 
operating in thie department will continue their own activities in the area of big 
civilian and military systems; regarding the latter, there is however the probles 
of an increase in orders from the government. 


In information science, finally, big tnformation systems are goftng to be developed 
above all for use by the government. 


The electronics industry--which, in epite of the difficulties mentioned in some 
departments, represents a fundamental sector in the expansion of the production 
base and in the technological improvement of the Italian industrial machinery-- 
during the 1979-1981 }-year period will get investments amounting 216 billions, 
including 72 in 1979, 74 in 1980, and 70 in 1981. 
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1,7, In the ehipyarde, the long receseion in maritime transportation, springing 
from the petroleum crisie, hae for the past 4 years to a very serfous degree been 
reflected on the charter market--because of the surplus of demand over supply of 
shipping espace, estimated on the order of 100 million tel, much in excess of the 
wrecking figure (25 million tel as of the end of 1978) due to the reduced use of 
ships (cargo and speed)--and this weighed rather heavily on the situation and pros- 
pects forwork in shipbuilding worldwide, 


This brought about a drastic drop in orders for new ships which progressively drop- 
ped from 25 million tel in 1974 to only 8.5 million tel in 1978, with a subsequent 
grave erosion of the work load in the world's shipyards? which dwindled to only 

25 million tel as of the end of 1978, the lowest level reached over the past 14 
years, enough for a little more than one year of work at the world's shipyards. 

In the shipyard sector this brought about bitter competition on the international 
level regarding prices--imposed by the shipyards of the Far East and particularly 
those of Japan which by itself accounts for almost half of the world's output capaci- 
ty in this sector--which turned out to Be as much as 40-50 percent below the cost 

of shipbuflding at European shipyards. 


In the market situation described here and considering the fact that, for a res- 
toration of the situation here, the most important international shipyard organiza- 
tions figure they will need at least another 5-6 years, the various shipbuilding 
countries throughout the world oriented themselves increasingly toward policies 
aimed ac holding their own capacities down through layoffs or by closing production 
centers; this is accompanted, in the principal European countries, by a definite 
boost in the already efficient systems of aid and support for their own shipyards 
since everyone realizes the impossibility of coping with the competition from the 
Eastern countries on the industrial level. 


In Italy likewise the situation cannot be sustained further if there is no adequate 
public support, as provided for in the government plan for this sector which will 
have to be reconsidered and approved by parliament. We must keep in mind that, 

in view of the current volume of orders, there will be worrisome hiatuses in the 
work already during the last months of 1979. 


During the 1979-1981 jeyear period, investments of about 130 billions are anti- 
cipated for the shipbuilding industry, broken down almost equally over those 3 years 
and apportioned in relation to the completion of some reorganization programs 
(Ancona and Palermo shipyards). 


1.8. In the chemical industry--another serious and preoccupying crisis point-~—more 
than 930 billions including 440 for the South, have been planned for this 5-year 


term. 


The crisis in this sector is particularly concentrated in basic petrochemistry where 
the biggest national chemical enterprises are operating for the most part. The 
difficulties in this department spring from a series of factors, Indeed, along 
with the continuous rise in raw materfal prices we have the difficulties encountered 
in achieving adequate returns from the sale of products which are negatively in- 
fivenced by a surplus supply due to the excess production capacity installed in 
Europe, as well as the growing competition from newly established industrfes in 
developing countries and in ares where large volumes of raw materfals are available. 
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The situation te most serious for the synthetic fiber production branch where pro- 
blems of extreme complexity have been piling up over the past several years. Here 
we have above all the problem of costs since synthetic fibers are influenced by the 
increase in prices in raw materiale used by petrochemistry, with the consequence 
that they suffer a continuous eroston of their competitiveness as against natural 
fibers and especially cotton fibers. 


Another problem springs from the shift, toward geographic areas outside of Europe, 
of the industrial consumption of fibers due to the transfer of major textile pro- 
cessing planta from Europe to the developing countries; these countries now have 
significant fiber production capacities of their own and in any case are again 
within the economic sphere of influence of Japan or the United States; unable to 
meet their needs with the fibers produced locally, they must supply themselves from 
the two above-mentioned countries. 


What we have said so far is prectsely confirmed by the worldwide resumption of na- 
tural fiber consumptions that has taken place over the past 3 years as well as the 
constant decline of the share of Western European production out of worldwide pro- 
duction of synthetic fibers (33 percent in 1970 and 24 percent in 1977). 


in Ttaly, these phenomena are joined by others: an industrial structure in this 
department which is fragmentary and subdivided among many plants, often smaller in 
size than those that would be economically efficient, whose closing has been post- 
poned for quite some time; a surplus production capacity, resulting from the pro- 
rams drawn up prior to the crisis in the petrochemical industry; competition among 
national enterprises which have failed to manage a position of preeminence and 
specialization on the European level for any kind of fiber. 


All of thie explains the economic and financial situation in which the principal 
‘taltan fiber-producing industries are finding themselves and this casts light upon 
the difficulties that are going to have to be faced in order to restore the pro- 
duction plants which today are on the brink of collapse. 


Looking al petrochemistry in general, we must observe that the establishments of 
ihe big Italian enterprises are disadvantaged by their peripheral location with re- 
spect to the industrial and commercial areas of Central Europe, an industrial 
structure organized in the form of inteyrated centers whose management reveals 
little elasticity, a down-line plant dimension which often is less than the European 
average, as well as an undifferentiated and therefore rather little remunerat ive 
mass production. 


The financtal difficulties deriving from a modest level of in-house financing are no 
less. 


lhe restoration of the petrochemical sector above all demands a recovery of economical 
perations and management through a coordinated effort by the enterprises which must 
-oncentrate manpower and financial resources on the respective main points in 
techrgology and on the market. 


in lonpger-range terms, the big enterprises are going to have to diversify more in 
the sectors of high-grade and secondary chemistry whose high added value and techno- 
logical content can increase the enterprise's profitability and at the same time 
cnable the sector successfully to face competition from the emerging chemical areas. 
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During the 3-year period of 1979-1981, they will therefore be very ftmportant for 
the recovery effort whose broad operational outlines are now being developed at 
length and are being checked out in relation to the evolution of the situation tn 
this sector. 


For thie }-year period, programs have been outlined for 680 billions, 168 for 1979, 
307 for 1980, and 188 for 1981, 


1.9, About 90 billion lire will be invested during this 5-year term in the textile 
industry, including 25 in the South, 


The sector, in Italy likewise, is getting to feel the consequences of heavy competi- 
tion from imported products coming from developing countries whose textile indus- 
tries have the advantage of very low labor costes, as well as a large volume of 
available raw materials; in particular, fibers, among which natural fibers have re- 
gained a strong competitive position, have lately caused a serious crisis in the 
synthetic fiber department, not only in Italy. The difficult situation of the 


textile tndustry by the way is a generalized phenomenon throughout the European 
area, with the sole exception of high-grade wool production items. 


As far as Lanerossi is concerned, it fs characterized by videspread operat tonal 
losses which were influenced not only by the previously sentioned factor of abnormal 
competition due to the presence, on the market, of the industries of the countries 
of the Third World, but also by numerous other factors such as the excessive rise 

in financial burdens; the presence, in thefr production structure, of “dry branches,” 
acquired through salvage operations which were clearly uneconomical; an fneuffictent 
productivity level. The plan drawn up by the company therefore calle for an in- 
tensive production and commercial rationalfzation effort which would hold costes down, 
as well as the fntroduction of new technologies and a redimensioning, alBeit a 
limited one, which would involve some production unfts, without however having any 
essential effect on the employment levels, During 1979-1981 3«year perfod, fn- 
vestments will amount to 57 billions, tncluding 21 during each of the first 2 years 
and 15 during 1981. 


1.10, In the agricultural and food sector, programs for the perfod of 1971-1983 
call for a rise in investments amounting to about 390 billions, including 210 fn 
the southern regions, This big amount, iroken down fn almost equal efiares, among 
IRI and EFIM, will be earmarked for reorganizations and conversions, ae well as 

a boost in commercial activities and the connected freerer industry as well as the 
start of new initiatives which would more closely link agricultural production 
efforts to the food industry in terms of conservatfon and processing, 


As we know, an interministerial commission—within the context of the process of 
state participations reorganization—has drafted proposals addressed to parliament 
for the purpose of merging the present activities in the two above-mentioned manage- 
ment units, 


It is hoped that this proposal will be examined so as to permit ite specific imple- 
mentation in forms which will make it possible to increase the commitment which 
state participations must make toward a development of the agricultural and food 
industry which would improve the prospects of Italy's agriculture, 
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L.l1. In miscellaneous manufacturing, the anticipated investments amount to 601 
billions, moetly (527 Billions) earmarked for the South, 


The EFIM participates in the investments with more than 500 billions which cover a 
vast range of medium and sometimes emall initiatives that are of great interest 

to the development of the South, on whose territory these initiatives have been 
getting quite widespread, In particular we wight mention here those in the glass 
industry which tnvolve a vast technological renewal in the field of forestation and 
fn the production of pulp for paper. 


Between 1979 and 1981, it is expected that these activities will require about 340 
billions in investments, with 125 in 1979, more than 100 in 1980, and 110 in 1981, 


1,12. In telecommunications we concentrate, as we observed earlier, the relatively 
major portion of our investments with 11,500 billions, amounting to 55 percent of 
the total investments of the TRI and a little less than 36 percent of the total 
investments of the state participations during the 5-year tere. 


This fs the sector with the highest capital intensity whose investments exceed 
2,000 billion per year. The programs are extremely demanding and involve a constant 
expansion of the network to meet the demand by new users; this includes the im- 
provement of service through the fmprovement and expansion of facilities with re- 
ference to satellite communications as well as the switch to the electronic tech- 
niques which will involve major innovations. 


The regularity of the development of programs depends on the regularity of the flow 
of investments which must be helped along by a balanced relationship with the 

other sources of financial requirements coverage, including in-house financing 
which, because of the rapid rise in costs, has gradually been shrinking to entirely 
inadequate levels, 


While the basic objective of the concessionaire company for the next years is to 
achieve constant development in order to make user services ever more efficient, 
this must happen through sound management which involves not only the attainment 
of an acceptable profitability from investments but also the restoration of con- 
ditions of balance in terms of assets and finances. 


It is therefore indispensable for rate schedule revisions on the one hand to permit 
congruous annual amortizations and the effort to make up past shortcomings, within 
a predetermined span of time, and, on the other hand, the remuneration of company 
capital through competitive yields, this being the indispensable premise for ob- 
taining risk capital injections by resorting to the financial market. 


It must be stressed that it is furthermore necessary to promote a recapitalization 
plan aimed at restoring a more balanced asset situation for the company, in re- 
lation to its own plant development. 


In the absence of adequate solutions on these fundamental points, it will be in- 
evitable to redimension the qualitative improvement and service expansion programs, 


During the 3-year period, investments--according to estimates-—-will amount to more 
than 6,450 billions, broken down into almost equal parte im each of the three fiscal 
years. 
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2.9. In the radio and television sector, plans call for conspicuous iovestments 
of 480 billions, fneluding 144 in the South, But the fnvestments must be consi- 
dered within the context of a phase of further in-depth development. Expansions 
and renewale of plants, as well as the start of the third televiston network, with 
charactertetics definitely different from the others, are provided for in the pro- 
grams. Between 1979 and 1981, 308 billfons will be invested, with a maximum of 
113 Billfons tn 1981 and and 105 billions, respectively, representing the in- 
vestments earmarked for 1979 and 1980, 


1,13. Maritime transportation’ has for a long time been characterized by a crisis 
which, in spite of some recently recorded recovery examples, does not yet seem to 
be nearing an end, along with phenomena of rising competition which are particularly 
severe in those enges where the outfitters are not getting the benefit of forms of 
closer coope'4tion”, 


For mass transportation in particular we register a substantial stagnation of traffic 
which has brought about a surplus capacity although in 1976 we did have a decline 
due to a slowdown in deliveries of new ships and stepped-up wrecking. 


As for the line transportation sector, the situation is rendered difficult also by 
the larger size of the ships, belonging essentially to the countries of the CEMA 
area which, operating outside existing agreements between outfitters and pursuing 
polictes of charter price cutting, are winning growing shares of the market. 


Another important thing here is the maritime policy of the emerging countries which 
tend exclusively toward cargo vessels, flag reservations, and bilateral accords. 


In this context--which is obviously more punishing for those outfitters who are 
already burdened by particular structural troubles--we are completing the program 
for the reorganizations of the services of the Finmare [Shipping Finance Corporation] 
Group. 


This program has involved tremendous investments for the purchase, by the company, 
of a large number of new ships, partly intended for providing connections with the 
islands (on the basis of 20-year subsidies) and partly intended for line cargo 
transports under a temporary system of contributions and subsidies (whose maturity 
lexp!ration] will begin at the end of 1979) as well as a bulk system (without any 
government support). 





The completion of this program calls for further investments amounting to 482 bil- 
lfon lire (including 316 in 1979, 158 in 1980, and 8 in 1981-1982) to a great ex- 
tent involving units to be used for connections with the islands. 


As far as line cargo services are concerned, the Ministry of the Merchant Marine 

is currently examining the situations and prospects of the operating companies, for 
the purpose of identifying the measures necessary to permit the obtainment of a 
balanced management for those lines which are still running in the red, since the 
end of current government aid is approaching; this must be viewed in a vaster frame- 
work which is open to collaboration with national private shipbuilding outfits. 


1.14, After getting through the difficult period following the abnormal rise in the 


cost of petroleum from the end of 1973 on, a phase began for air transportation 
Starting in 1976 which was once again characterized by high demand growth rates. 


20 

















This favorable situation however fis destined to auffer .he effects of the energy 
criete which took shape during 1979 not only because of tle significant fncreases 
in carrier operating coste but aleo due to the slowdown fi: the traffic expansion 
which te expected to follow that. 


It ie however widely believed that the dynamics of transportation demand will under- 
go temporary decline in order, in medium-range terme, to return to the levels that 
had been anticipated, 


As far as the competition situation is concerned, the risks which emerged itn re- 
lation to the policy of "deregulation" by the United States government, are under- 
going a redimensioning process while, for traffic within Europe, there remaine the 
prospect--although not on short notice—of foreseeably significant effects which 
can derive from the application, to the sector, of the Treaty of Rome, with the 
subsequent liberalization of the current bilateral relations situation. 


In this contc+t, Alitalia--also burdened by specific problems whose methods and 

times of solution are still uncertain, such as the evolution of labor union relatfona, 
the absence of national planning for the sector, the absence of an airport system 

and the absence of flight assistance in Italy--has launched the implementation of 

the pian for boosting and developing its own fleet through an fnvestwent program 
which by 1983 will amount to 1,482 billion lire. This program will include the 
purchase of Afrbus units and a further expansion of the number of B-727 aircraft 

for short and medium-range runs as well as the development of the B-747 fleet for 


long-range operations. 


2.12. In the infrastrvcture and construction areas, investments, figured at about 
1,850 billions, involve the completion and improvement of some superhighways, 

as well as the accomplishment of new prejects now under study for which however a 
new law is required. The construction projects again confirm the availability of 
widespread employment of the high technical potential of the finance company of the 
IRI currently used in Italy below its capacity level. Abroad, this made possible 
noteworthy successes. 


It must be emphasized that the above-mentioned amount includes the initiatives of 
Mededil for the completion of the traffic control center of Naples. 


During the 3-year period, investwents will rise from 165 to 214 and 361 billions 
for a total of 740 billions. 


1.15. Finally, looking at miscellaneous services which, among other things, include 
the tourist industry, an investment of 402 billions, including 308 in the South, 

is called for here. It is significant that the IFIM alone here participates with 
258 billions, including 256 in the South, mostly absorbed by the tourist initiatives. 





During the first 3 years we are going to spend 186 billions, broken down as follows: 
42 in 1979, 61 in 1980, and 83 in 1981. 


2. Program Estimates in Relation to the Three-Year Plan 


In planning their actions, the state participations used the indications in the 3- 
year plan as point of reference. 











It is therefore a good idea to make a comparative analysis of the progress of in- 
vestments planned by the entities for the 1979-1981 3-year term, last year, and 
the updating they were subjected to at the beginning of 1971, an updating which 
necessarily took fnto acccunt the elements which have itn the meantime modified 
the estimates drawn up during the preceding year, We must remember here that the 
figures compared are expressed in current lire, 


2.1. In overall annual investments in the state participations relative to the 
3-year period of 1979-1981, compared to the estimates formulated in 1978 (Table 9), 
we register a concentration during the first 2 years and a resumption in the third 
year. For 1979, they dropped from 5,731 to 5,153 billions, a decline of 10 percent, 
in other words; for 1980, they dropped from 6,357 to 6,337 (down 0.3 percent); for 
1981 they tnetead go up from 6,775 to 6,979 Billions fup 3 percent). 


This positive dev lopment continues during the following 2 years, bringing the 
amount of investments close to 7,000 billions during the last fiscal year of the 
5-year term. 


The differences encountered between the estimates of the preceding year and those 
of the latest updating are the result of desparate shifts deriving from the program 
revisions undertaken by the individual entities in 1979. 


2.2. Im 1978, the IRI had earmarked investments of 4,100 Billions for 1979; on the 
basis of the latest updating, they dropped 3,668, in other words, a decline of 

10,5 percent. We also have a decline for 1980 from 4,400 to 4,000 billions (down 

9 percent) and for 1981 from 4,900 down to 4,310 billions (down 12 percent). The 
down shifts are particularly due to the following; 


(a) A different classification of research costs (not included in investments); 


(b) The cutback in Alfa Romeo investments pertaining to the renewal of models, 
pending completion of studies in progress; 


(c) The redimensioning of programs for the steel industry which turned out to be 
opportune in relation to the development of the market and the priorities which the 
problem of correcting company imbalances is assuming. 


It is however significant that the investments, although thus reduced, do express 
a growing trend, for the entire S-year period reaching the total amount of about 
21,200 billions, including a little less than 7,000 in the South alone, where in- 
vestments, with the only exception of 1983, are characterized by annual increases 
which are much more marked than they are on a national scale, 


The investment rates reserved for the South (Table 8), to the exclusion of in- 
vestments in sectors that cannot be located and that instead include those which 
are handled ex lege [outside the law) or on the basis of regulations issued by 
the Public Administration (respectively, in telecommunications and fin the super- 
highway sector) are going to rise from 31.4 percent in 1979 to 33,7 percent, 37.6 
percent, and 41.3 percent during the following 3 years, in order to drop again to 
36.3 percent during the last year of the 5-year period, so that the overall in- 
vestments, in the southern regions, account 36.5 percent of the total throughout 
national territory, 
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Ie must be obseryed that these percentages haye little significance since the 
investments include some items (in telecommunications and highways) whose location, 
in contrast to those of the manufacturing sectors, can hardly be fmfluenced by 

the business management decisions made by the IRI. If we exclude-—as may be cor- 
rect for various regions--the tnv:stments tn the above-mentfoned sectors, then the 
percentage of fnvestments reserved for the South rises to higher levels (more chan 
50 percent ). 


But there remains the timely consideration to the effect that, fn the current situa- 
tion, whose uncertainties and difficulties <iscourage the start of new initiatives, 
investments are mostly intended for the improvement of existing facilities which 

to a great extent are located in the North. 


On a more general plane, there is another reason which explains the unsatisfactory 
development of investments in the South. The process of industrialization of the 
South cannot be entrusted only to the major units which the state participation 
system (if we exclude the EFIM) can directly promote and manage but rather the small 
and medium enterprises whose founding and development the system itself can facili- 
tate. 


This consideration implies that the effort which the state participations should 
make and will make for the South cannot be measured only by the unit of investments 
paid directly in those regions but alao and primarily by the qualitative (structural) 
characteristics of the actions which that system will launch. 


2.3. The investments of the ENI for the 1979-1981 3-year period, following the 
latest updating, turn out to be considerably increased compared to those provided 
for in the programs drafted in 1978. Thus, investments for 1979, between the program 
drafting of last year and those of this year, will rise from 1,199 to 1,211 billions 
(up 1 percent), those for the year 1980 will rise from 1,402 to 1,833 billions 

(up 30.7 percent), and those for 1961 will go wp from 1,315 to 1,974 Brllions (up 
50.1 percent), 


During the last two fiscal years of the 5-year period, we have values which are 
almost stationary around a figure of 1,800 billions and that brings the total amount 
of ENI investments for the entire 5-year period to a figure 8,676 Billions, including 
3,236 in the South. 


The positive progress of ENI investments fs to a great extent due to the sector des- 
tination of the investments themselves, absorbed to an absolutely preponderant 
degree by initiatives in the sector of energy sources. This involves initiatives 
which cover a broad range of departments, some of which are very dynamic. The ENI 
will have to operate here with growing intensity and with differentiated actions 

in order to hold the consequences of the energy crisis upon the Italian economy 
down as much as possible. 


The percentages of ENI investments in the South in activities whose location can 

be influenced and, hence, to the exclusion of those which cannot be located or tied 
to certain areas by virtue of the operational logic of the energy departments, during 
the years of the 5-year period will fluctuate between 49 and 54 percent, with a 

high of almost 60 percent in 1983. 
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The average for the S-year period witll be 50.6 percent. 


2.4. The EFIM investments for the 3-year term, compared to the 1978 estimates, 
show a rather noticeable decline in 1979, with a drop from 432 billions down to 

274 billions (down 36.6 percent). This development is explained above all By the 
pause for reflection in the aluminum sector where it is expected that the decisions 
already adopted in the matter of electric power rates will be implemented and where 
the sector plan will be set up so as to get the reorganization program started con- 
cretely. This decline is also found in 1980 but it is quite a bit smaller Because 
here we have a drop from 555 billions down 501 billions (down 9.7 percent). In 
1981 on the other hand we have a definite recovery over the earlier estimates; here 
we have a rise of 24.1 percent from 560 to 695 billions. During the last 2 years 
of the 5-year period, we once again go down compared to the peak fn 1981, reaching, 
respectively, 550 and 507 billions. 


It must be noted however that the investments for tose 2 years are certainly des- 
tined to go up due to the effect of the successive updatings. Between 1979 and 
1983, the EFIM however will carry out a total investment effort of 2,527 Billions, 
including 1,752 in the South, accounting for 69.4 percent of the total. 


The shares reserved by the EFIM to the southern regions are noticeably high whitch 
by the way is within the agency's tradition; they fluctuate around 68 percent, with 
a maximum of 74.8 percent in 1981. 


With reference to the high percentages, it must be underscored that the EFIM operates 
mostly in the South, participating in its industrialization with extremely dif- 
ferentiated initiatives for each sector of operation involving medium and sometimes 
small dimensions where it is much easier, even during times of crisis, to promote 
new undertakings. 


3. Distribution of Investments by Type of Undertaking 


In Table 16, the investments fer the S-year period, on national territory, are sub- 
divided into three major action groupings above all for the purpose of identifying 
which share of those investments will be earmarked for the attainment of the goals 
contemplated in Law 675 on industrial conversion. 


We can see first of all that the distribution involves a little more than 27,000 
billions against an overall investment of more than 32,100 billions, limited to 
national territory, The difference is due particularly to the energy sources and 
applies to all of the ENI funding. 


By virtue of their characteristics, which differentiate them clearly from those of 
any other sectors, the undertakings in this sector for the most part do not lend 
themselves to being subdivided in a precise manner among the three major groupings 
mentioned above and they can be inserted simultaneously either among the expansions 
or among the new initiatives, 


Investments in telecommunications (more than 11,400 billions) carry preponderant 
weight in the group of investments for expansions and modernization which account 
for 70 percent of the total; these telecommnications investments are properly 

placed in this grouping by virtue of their characteristics, Here howeyer we also 
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find the major portion (1,770 billions) of tevestmente in the steel tndustry, tn 
line with the need for upgrading ite competitiveness, Among the reorganization 

and conversion tnvestmente=-which, together, account for 14,5 percent of the totale= 
those pertaining to the eteel industry are in firet place tm terme of size (1,200 
billione). Thie ts explained by the massive effort aimed at completely reorganizing 
the Bagnoli center, The new inittatives (accounting for 15.5 percent of the total 
investments) call for the participation of the steel industry with a modest ehare 
(286 billions) which can be explained by the previously mentioned surplus capacity 
situation, 


In aluminum metallurgy, 910 billions will be allocated for conversion and reorganiza- 
tion projects, This in particular involves undertakings concerning the plants which 
EFIM acquired at the time from Montedison. Investments in the former EGAM Mining 
and Metallurgical Sector inetead are concentrated on new initiatives with 505 
billions; however, the expenditure is eignificant (148 billions) aleo the moderniza- 
tion program, 


In machine-building, out of about 2,000 billions in investments, more than 1,500 
will be reserved for expansion and modernization projects, covered essentially by 
IRI and EFIM because of their respective activities in the sector, Looking at the 
new initiacives, IRI and EFIM plen to tnvest, respectively, 130 and 166 billfon 
lire, 


In electronics, the spending of almost 400 billions includes more than 200 for ex- 
ansion and modernization and 180 for conversion; only 11 billions deal with new 
initiatives. As we recall, the major commitment here involves the SGS-Ates estab- 
lishment in Catania whose production facilities are to be partly converted. 


Regarding shipbuilding, the situation in this sector permits only entirely marginal 
new investments (docks) while it requires a considerable boost in rationalization 
and modernization to increase its competitive capabilities. Investments as a matter 
of fact will be concentrated on these two types of undertakings. 


We briefly touched on energy sources, We must however emphasize that the sum of 
almost 1,600 billions for initiatives already spelled out in terms of their opera- 
tional aspecte are subdivided into almost equal shares among modernization and con- 
version projects (470 and 440 billifons), while the biggest portion (680 billions) 
involves new initiatives. The exact opposite is the case in the chemical industry 
where only 50 billions have been reserved for these new initiatives; 625 billions 
have been set aside for expansion and modernization and 258 billions will be used 
for the remaining group. 


For the textile industry, the major commitment (20 billions out of 28) concerns 
reorganization and conversion and this correctly reflects the situation in the 
sector which, in the recent past, has been the subject of a vast and intensive plant 
renewal effort without however achieving the results hoped for on the management 
level. 


In the food industry, the IRI is concentrating its efforts above all on expansion 
and modernization (132 billions) and the EFIM is concentrating on new initiatives 
(170 Billions). We must add that the IRI expects to spend 50 Bbiilions aleo on 
conversion and reorganization projects. 
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Looking at miscellaneous manufacturing activities, we must particularly eingle out 
the investments by EPTM (162 bilitens for conversion and reorganization, as well 
as 41) billtone for new initiatives) which tavolve very important sectore, such as 
the glase tnduetry and forestatton. 


Regarding services, other than telecommunications, which we covered earlier, we have 
a rather hefty amount of 1,480 bilifons in the air transportation sector, along with 
expansion and modernization projects, tatlored to the features of the sector itself, 
where investments involve essentially the renewal of the fleet of aircraft. 


In maritime transportation on the other hand the entire amount is taken up by re- 
organization and conversion programe in accordance with the law on the restoration 
of this sector, 


Radio and television are planning to invest 220 billions for undertakinge in the 
first group and 260 for the new initiatives. In the sector of highways, infra- 
structure factlities, and other constructton projects, the distribution is similar 
ae to type of undertakings, respectively, with 630 and 1,200 bilifone, 


Finally, looking at miscellaneous services, 74 billions will go for expanston and 
modernization and 260 will be spent on new initiatives among which we must mention 
those in the touriet field programmed by EFITM. 


4, Programe for the South 


4.1. In Tealy, the factora of economic difficulties on the international level have 
been added on top of the structural factors involved in the weakness of the Italian 
economy; among these stands out fin particular the lasting existence of fmbalances 
between the North and South, in spite of the massive almost 30-year effort of 

public direct and indirect intervention for the purpose of eliminating then. 


An effect of attenuation was achfeved also thanks to the significant commitment on 
the part of state participations but the need remains for the intensification and 
upgrading of this entire undertaking. 





Employment and development of the South by the way are the combined objectives which 
the 3-year program assigns to the entire complex of actions to be undertaken within 
the program iteelf. These two objectives are interconnected--especially if we take 
a look at the 3-year plan--"by virtue of joint budgets but aleo due to the coordina- 
tion between the two policies.” In other words, employment policy for the South 
within the scope of a coordinated national employment policy which would favor the 
South, placement of initiatives with high labor intensity, different from what 

hae been done mostly in the past--and that was a substantially obligatory choice. 
Along with the process of industrialization and partly tn support of it, “we need 

a preliminary promotion and technical support effort; we face the need for coming 

up with a broad and differentiated range of services involving research, information, 
training, sales, all of which are indispensable to an economy capable of generating 
self-propelling forces." This obviously means that we must give the South the 
services and structures which will increase modern external economies, making them 

a part of the new context of conveniences and necessities arising on the interna- 
tional markets with a view to a more incisive and workable European policy. 
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ln coordination with the management agencies, the ministry ie now in the process, 
on thie foundation, to identify the tmatituttonal and operational (net rumenta-- 
aleo with reference to past experfence--which would be capable of coming up with 
better reeponses to the compelling needs of the South, espectally regarding the 
areas where we etill encounter serfous development difficulties; tm this connection 
we recall the project of the Mixed Promotion Company which we talk about tm the 
chapter on objectives. 


4.2, The major initiatives by the state participations in the South were implemented 
above all in the steel industry and the chemical industry and then tn the aute and 
metallurgical industries. The choice of base sectore with a high capital inten- 
sity wae necessitated by the need for creating=-through the concentration of massive 
investmente=-nucle! of development spread and thue to attack the toughest hard- 
core areas of the social-economic depression. Although this policy did not produce 
all of the desired results, it was--with respect to the type of underdevelopment 
that had to be faced end the geographic location of the areas involved--correct both 
in terme of the way it was stated and in terme of ite ultimate objectives. On the 
other hand, {it did have the merit of having spotted extremely modern technological 
resources in the South which, in some departments, placed it on the level of the 
industrially most advanced countries. The dimension of the plants, aimed at the 
greater and more efficient exploftation of the economies of ecale, furthermore cor- 
rectly responded to the tendencies prevailing in the steel fndustry and the basic 
chemical industry. 


The basic sectcrewhere the process of industrialization was most intensive in the 
South, on the national and international level--espectally in the steel industry-- 
were those that were most heavily hit by the crisis. In the auto manufacturing 
department, special situations of conflict and subsequent difficult conditions 
connected with the organization of productions did not make it possible to attain 
the anticipated productivity levele which are indispensable for guaranteeing an 
adequate margin of economical operation in the initiatives of Alfasud [as published). 


Tt follows from this that the action of the state participations in the South is 
above all designed to restore greater utilization of recently constructed plants 

and the reconstruction of the othere--cthis is true above all in the case of Bagnoli-- 
#0 as to gatn or regain the competitiveness which is the basic requirement for the 
survival of the plante themselves and for the estructural strengthening of the 
southern economy. 


It seems however that we can say that the period of major initiatives in the basic 
sectors with high capital intensity is in its declining phase and that, in the future, 
also in line with the indications and gutdeiines of the }J~year program, preference 
will have to be given to initiatives in which the labor content will be prevalent. 

In this connection ve emphasize that new initiatives of this type were planned 
especially by EFIM and that--although there is a continued search for new action 
poseibilities--they could have been more numerous already in the context of the 
current programs, if the conditioning factors, deriving from the continuation of a 
situation of uncertainty, especially with reference to the evolutive tendencfes of 
the market, did not exist. 


Overcoming these conditioning factors and the current difficulties will enable the 
state participations to increase their share of investments reserved for the South 
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to move closer to the quotas provided for by Law 853, according to a tendency which 
on the other hand hae alwaye been pursued, 


In thie reepect we must furthermore etrese once again that, fn order correctly to 
evaluate the commitment of the state participations tn the Souch, fn calculating 

the tnvestment share set aside for it, we should not include--apart from fovestmente 
which cannot be specifically placed in terme of s#ite--those which are made tn 
telecommuntcations in reeponse to the provisfone of the law as well as tn the high- 
way sector, deriving from regulations teeved by the public administration. 


Where thie criterion ts adopted, the share of the southern reserve out of the total 
national investments of the public entrepreneurial system would exceed 50 percent. 


4.2.1. In the energy sources sector, the South has been made the object of renewed 
interest in the field of prospecting for liquid and gaseous hydrocarbons both under- 
ground, espectally tn Sicily, and offshore, where mining activities will further 
develop in the Ionian Sea and the Sicilian Channel. To evaluate the commitment 
for Bydrocarbon prospecting tn the South it suffices to consider that, out of a 
total of a little more than 1,000 billions invested in Italy during the 5-year 

term in activities that could be placed in the sector--hence, to the exclusion of 
those on the continental shelf--about 480 or more than 48 percent of the total are 
earmarked for the South. 


Spending on national territory for the construction of the methane pipeline, through 
which we will import natural gas from Algeria, with a share of 59 percent (1,220 
billions) will involve the southern regione which will aseume exceptional fmportance 
aleo within the context of the strategy which ENT is putting together in order to 
implement new and major projects involving the importing of natural gas from North 
Africa. 


The new availability of an energy source with high technological value and noteworthy 
economic conventence should constitute an important occasion for the economic develop- 
ment of the South which all Italian industry should be called upon to participate 

in. 


In the field of coal prospecting and processing, the entire amount earmarked for 
the S-year period concerns the South while considerable shares of investments will 
be channeled to nuclear processing and manufacturing. Overall, looking at energy 
sources, the state participations during the S<year period will invest about 2,440 
billions in the southern areas (see Table 5), including more than 1,500 during the 
1979-1981 }-year term (Table 12). 


This last sum is broken down as follows over the several years of this period of 
time: 352 in 1979; 581 in 1980; and 5867 in 1981. 


4.2.2. In the mining and metallurgical sector, prospecting for nonferrous metals 
will above all be rationalized and stepped up in Sardinia according to a program 
calling for operational prospecting for new mineral-containing areas, the moderniza- 
tion and development of existing mining unite which can be exploited economically. 
It must be said that this rationalization effort--designed to restore economic 
management procedures--can lead to the cancellation of concessions which reveal no 
prospects of favorable development. This in any case would not cause a drop in 


employment levels. 
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In the metallurgical department, looking at sinc, the old plante will be replaced 
by a new eatabliehment whose construction fe planned at Porto Veame; for lead, there 
ie a need to put up 4 new production unft, again at Porto Veeme, equipped with a 
foundry division which should replace the obeolete one at §. Gavino, The primary 
zinc output capacity will remain unchanged eince thie tavolves the creation of a 
substitute capacity while an apprectable increase will be achieved fm the case of 
lead, al#o considering the antictpated favorable development of the demand, 


Ae far ae aluminum is concerned, the expansion of the department in the South ts 
based on its greater downline integration and on the development of secondary 
processing and finished products, In other words, we are trying to complete the 
entire production cycle tn this sector, which will have ite epicenter in the South 
through a more articulated and balanced relationship between the various phases. 





We must aleo recall the frequently etressed need for a substantial revision in 
electric power rates for the supply of energy to this department where electricity 
is a technological component in processing. During the S<year period, 923 billions 
will be invested in the @ining-metallurgical sector, including 640 during the 1979- 
1981 }-year term. These last figures will be broken down ae follows: 49 in 1979; 
213 in 1980; and 378 in 1981, 


4.2.3. Im the steel industry, the major undertaking involves the reorganization 
of Bagnoli, which is extensively discussed in the IRI enclosures. The plan was 
drafted and is designed to contain and eliminate the most serious loss area in the 
entire sector and the IRI itself, _—— cup loynent in a particularly serious 
and delicate social-economic context. The center's reorganization which--consider- 
ing the factors deriving from the urban nucleus--involved complex solutions re- 
lating to the plant and to production organization, confirms the fact that the 
decisions by the state participations--although under extremely difficult business 
management conditions--are intended to reconcile management choices and the social 
interests of the community. 


Modernization and adaptation of plant facilities are also planned for the Deriver 
establishment at Torre Annunziata and ite efficiency is likewise to be increased. 


We all know what happened to the project for the fifth steel center and after that, 
Finsider has so far worked out two action projects (zinc-coating line and plant 
making bare for minting), which will be a part of the initiatives which the state 
participations have so far identified for the Region of Calabria. 


During the S-year period, the southern stee) industry will absorb @ore than 1,500 
billions in investments, including 746 during the first 3 years, during which they 
will raise from 140 billions in 1979 to 230 in 1980 and 376 in 1981. The strong 
progressive increase is in proportion to the progress of work on the reorganization 
of Bagnoli. 


4.2.4. In the machine-building sector, the IRI programs for the South--like those 
that involve all national territory--were drawn up in general outline because the 
complexity and diversity of the situations of the various departments necessitates 
further analysis and in-depth study for most of them. On the other hand, the 
energy crisis, which has become acute again last spring, introduced a further 
serious element of uncertainty since one cannot help but note the possible 
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repercusiona which it might have on some production programe, such as those in the 
electromechanical and automotive industries, The programe therefore will have to 
be developed tn depth also because of this new aspect in order to arrive at the 
definition of programs capable of positively modifying the operations of businesses 
which are @eriously out of balance. The restoration of their balance is a funda- 
mental thing for the resumption--on a level of operational and management stability 
~-of the process of induetrtalization tn manufacturing activities down the line 
from those of the basic sectors which are concentrated above all in the machine- 
building industry. 


The IRI programs in the sector under examination for the most part involve ration- 
alization and production reorganization undertakings through plant adaptations 
which would promote better utilization of manpower and the attainment, especially 
in Alfasud, of higher production levels which are indispensable to provide the 
necessary margins of competitiveness for an automotive production effort with a 
high qualitative level. For Alfagud there is aleo the requirement for a review of 
models=-for the moment not contemplated in the programs but a subject carefully 
examined--which cannot come about without considering the deterioration in the energy 
situation. There are three new initiatives in the machine-building department 
which will employ 540 persons full-time; they are to be placed in Calabria within 
the context of undertakings so identified since it was found that it is impossible 
to put up the fifth steel center. 


In the aeronautical department, plans call for a heavy increase in the capacity of 
the Casoria and Foggia establishments following the signing of the agreements with 
Boeing. 


Regarding the helicopter industry, EFIM programs during the 5-year period call for 
the placement, in the South, of four new initiatives, as well expansions in operating 
plants. The new initiatives in particular involve the following: FOMB (Benevento 
Machine-Building Foundry) and IAM (Southern Aeronautical Industry), whose operations 
are scheduled to start soon; they also include the construction of an establishment 
where composite materials will be produced and a research center in the Brindisi 
area. This means that 1,250 new jobs will be created in this department. 


Concerning the electromechanical industry, specifically, the big transformer branch, 
plans call for the reorganization of the Pomezia Center of Italtrafo. 





In the department of ground mass transportation equipment and systems, the invest- 
ments earmarked by EFIM (34 billions for the South alone) are intended for the 
modernization of the operating establiehments, including the one of Omeca in 
Calabria, those of Sofer and Avis, in the Naples area, and the one of Ferrosud in 
Basilicata. These expansions will make it possible to increase the number of jobs 
by 180. 


In the defense equipment and systems sector, EFIM programs specifically express the 
tendency toward shifting new initiatives to the South, among which we might recall 
the Assiemaggio Missile Center--a unit which is characterized by its high techno- 
logical level—to be built in southern Lazio, The OTO-TRASM establishments, whose 
operations began some time ago, is another major initiative being implemented in 
the South where 900 new job openings will be created in this department, 

















Looking at machine-building activities at ENI, limited investments exclusively con- 
cern modernization and reorganization. 


During the S-year period, plans call for the investment of 850 billions itn the 
entire machine-building industry with state participation in the South, fncluding 
more than 450 between 1979 and 1981, broken down as follows: 134 in 1979, 148 in 
1980, and 171 in 1981. 


4.2.5. The most characteristic of programs in electronics concerning the South ts 
represented by the reorganization and partly conversfon of the SGS-Ates establishment 
in Catania. 


The project is intended to hire, for the components industry, the workers of the 
establishment who in 1975, following the crisis in this department, were assigned 
--in order to protect employment levels--to electronics for telecommunfcations where 
today, in turn, there are no prospects for development and where the situation fs 
characterized by a surplus capacity. For these reasons, the establishments at 
Aquila, Santa Maria Capua Vetere, and Palermo are now having a difficult time full 
of uncertainty so that a consolidation program is indicated here. 


The Selenia Plant at Giuliano (Campania), which operates in the electronic components 
department, on the other hand will be boosted. A similar program has been drawn up 
for Italdata at Avellino which, when operating at full capacity, should employ 400 
persons. 


During the 5-year term, investments for electronics located in the South wfll amount 
to 160 billions, including 81 during the first 3 years, 


4.2.6, Regarding the shipbuilding industry, considering the serious crisis in this 
sector, programs for the South concern primarily reorganization--which, by the way, 
is already underway--of the Palermo shipyards. 


The anticipated investments amount to 23 billions, including 17 between 1979 and 1981, 


4.2.7. The chemical industry sector in recent years has seen a further deterioration 
of the critical situation it is in and the most serious point here is to be found 

in the fiber department. The South is involved here with the establishment of Pistic- 
ci and Fibre del Tirso, located in two areas (Lucania and Saniinia) which are par- 
ticularly depressed in social-economic terms and where employment alternatives are 
difficult to find. The two plants, which, by the way, are extremely modern, will 
necessarily have to be reorganized and converted so as to regafn a production role 

in keeping with the tendencies and the demand of the markets. For the time being, 
the pertinent projects have not yet been spelled out since they have to be checked 
out against sector programs drafted for the chemical industry by the appropriate 
government agency and the specific plan for the redimensioning of the fiber depart- 
ment as a whole. 


In the South, during the 5-year period, the chemical industry is supposed to get 
437 billions, including 357 during the first 3 years, broke, down as follows: 
124 billions in 1979, 144 in 1980, and 89 in 1981. 




















The textile industry and clothing sector is another trouble spot. Plants located 
in the South like those in other parte of the country, reflect this eftuation and 
therefore the programs drawn up here call for every effort to be made toward the 
rationalization of their production structure as well a@ the introduction, into 
the production processes, of new technologtes and the improvement of work or+ 
ganization and methods. 


The restoration of the southern plants, in the context of the more general re- 
rangement of establishments in this sector constituting Lanerosei (ENT) is the 
basic requirement for the possibilfty of keeping a production structure going in 
this sector which would have sufficient efficiency. The inevitable redimensioning 
here will entail a loss of about 1,400 jobs. 


During the 1979-1983 S-year period, 25 billions will be invested in the South in 
the textile and clothing industry, including 13 during the first 3 years, broken 
down as follows: 5 in 1979, 5 in 1980, and 3 in 1981. 


4.2.9. In the agriculture and food sector, as we noted earlier, the proposal drafted 
by a ministry committee--on which parliament will have to adopt final directives-- 
calling for the combination, in a single financing outfit, with headquarters in the 
South, of the activities of the state participations in the sector could permit 

the maximum rationalization of these operations, with particular advantage to south- 
ern agriculture, which is why it is necessary to provide adequate product sales 
structures and hence facilities for product processing and conservation which, for 
the purpose of better sales management, will also have to be standardized. 


In this context, the state participations are about to constitute a valid reference 
point of development and promotion. 


Among the initiatives planned here, the vast process of reorganizing Cirio is 
particularly significant. The idea behind this operation is to revive the role of 
the company (in the food conservation sector it is the biggest in the South) in 

the Italian food industry and in relations which necessarily will have to develop 
between it and agriculture, if we want to place agriculture with a more articulated 
and complete operational flow, turning it into an aspect of industrial activity. 

In this connection, the SME Agricultural Food Center, which is supposed to be placed 
in Campania, assumed significant importance. The program drafted by EFIM is worth 
looking at because of the innovative approach as compared to the traditional 
orientations and will be developed along lines of compatibility with the current 
operations of SME; particular emphasis is going to be placed on the development of 
water-farming as well as initiatives capable of having a positive effect on agri- 
culture and livestock activities through cinely production integrations (in the 
canning, keys, wine-growing, and other industries. 


Finally, plans call for the variationof a research center in new sources of protein 
in the South. The initiatives of the EFIM, regarding the portion involving the 
South, will involve 130 billions in investments, creating more than 2,000 jobs. 

In the food industry, the investments earmarked for the southern reasons, overall 
during the S-year period alone, will amount to 2.10 billions, inclu@ing 143 
between 1979 and 1981. 
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4.2.10, In the group of miscellaneous manufacturing industries, we have many 
emall and medium enterprises operating along a vast sector front and mostly 
making up the EFIM. 


Thies also includes the glass industry, regarding which plane call for the commis- 
sioning of the second "float" plant as well as the implementation of tnitiatives 
which should facilitate the absorption of labor units that beca™® surplus as a 
result of the reorganization carried out in recent years in the SIV establishment 
in Abruzzo which, as we know, is one of the biggest and most modern glass tndustry 
centers in Europe. In the group we are now examining it would be necessary to 
create 4,000 new jobs. Here it ie also possible to resume initiative in the area 
of forestation where we expect to create 4,200 jobs, mostly tn Calabria. 


Investments in miscellaneous manufacturing industries, pertaining to 1971-1983, 
amount to 530 billion lire and, during the first J-year terms, a little less than 
290 billions, which 100 billions, in 1979, 90 in 1980 and 100 in 1981. 


4.2.11. In the telecommunications sector, programs are not differentiated regarding 
objectives from those set up for the national network. One major commitment 
consists in the introduction, in the South likewise, of more advanced technologies 
and in coping with the utility demand, giving preference to the demand which is 
mostly connected with the South's economic growth, Industrial expansion, stepping 
up commercial activities, and the spread of tourist activities ftnvolve the avail- 
ability of a highly efficient telephone service. At the same time, socfal reasons 
necessitate a further capillarization of the network so that even the thinly popu- 
lated centers and localities would also be connected. 


The dimension of southern investments provided for this sector during the 5-year 
period--amounting to 3,400 billions--gives us an idea of the scope of this planned 
effort which, during the first 3-year term, comes to more than 1,900 Bfllifons in 
terms of investments, with 616 in 1979, 627 in 1980, and 675 in 1981. 


4.2.12. In radio and televison, the expansion of facilities as well as the instal- 

lation of new transmission equipment and the adaptation of the services and instal- 

lations will entail an expenditure of 144 billions in investments, of which 27, 31, 

and 34 will be distributed over the first 3 years, for a total amount of 92 billions 
during that period of time. 


4.2.13. In the superhighway sector, plans call for the completion of some highway 
sections; in the construction sector, the biggest job involves the completion, by 
Mededil, of the control center in Naples; investments provided for both of these de- 
partments amount to 926 billions, including more than 300 during the first 3-year 
term. 


4.2.14. In the miscellaneous services group, the by far most important sector is 
tourism, where the initiatives involve the entire South. Some land has already been 
purchased in various localities in the South (Calabria, Puglia, Sasilicata) for 

the construction of new tourist centers; in some cases the completton of these 
facilities depends on local regulatory plans and in others ft depends on permits 

and authorizations. After these obstacles have been removed, it will be possible 

to put in 30,000 beds with 3,000 new jobs [with a new occupation of 3,000 unfts!. 


33 


























More than 300 billions will be invested tn the South in afecellaneous services, 
including more than one-third during the first 3-year term, with tnvestments of 
10, 34, and 64 Billions respectively for 1979, 1980, and 1981, 


4.3. The programs prepared for the South which, with the exceptfon of EFIM, mostly 
involve conversions, reorganizations, and rationalizations, are not aimed so much 

at heavy increases in manpower but rather at the substantial maintenance of existing 
occupational [employment] levels. This objective alone is not easy to achieve 
especially in the textile and chemical industries where we are going to have job 
losses which may be compensatad for by substitute tnitfatives in other sectors. 

The programs however cannot be considered from that viewpofnt alone, that is to say, 
from the viewpoint of the number of increases in jobs which to be sure is considered 
to be most important in the South; they are going to be evaluated in the light of 
the prospects which the reorganization of the industrial structure fn the South 

can open up for economic recovery and for a more balanced development of the South; 
in that industrial structure, plants put up as a result of public business initiative 
prevail. The problem still is to consolidate and develop conditions which will make 
the southern economy a self-help propelling country. The programs of the state 
participations--which are contemplated in medium-range terms rather than in im- 
mediate prospects--are a part of this overall design. 


Regarding direct employment by state participation in the South, we expect that the 
figure will go up from about 189,000 workers as of the end of 1978 to more than 
210,000 workers in December 1983, in other words, an increase of about 21,000 
workers (up 11 percent). The greatest contribution is made by EFIM which, with 

an employment figure rising from1,800 to 35,570, provides a rather appreciable 
increase of 17,570 jobs. 


IRI employment will go up by 3,000, rising from 144,000 to 147,000, while the very 
small increase in ENI will involve additional hiring of a little more than 260 
persons, in other words, and increase from 28,300 to 28,570. 











Table 4. Investments of Management Agencies in 1979-1983 5-Year Perfed (Billions 
of Lire at Current Prices) 











Tora ... 32.304 5.241 37.625 100, - | 














Key: l--Agencies; 2--Italy; }-Poreign; 4--Percentage 
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Table 5. Summary of Investments by Compantes with State Partictpation during the 
1979-1983 5-Year Period by Agenctes and Sectors (Billions of Lire at Current 
Prices) 
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Key: 1--Sectors; 2--Total for 5-year period; 3--South; 4--Manufacturing; 5--Steel 
industry; 6--Metallurgy; 7--Mining-metallurgical; 8--Machine-building; 9--Electronics; 
10--Shipbuilding and repairs; 11--Energy sources; 12--Chemical; 13--Textiles; 
14--Food; 15--Miscellaneous manufacturing; 16--Total, manufacturing; 1/7--Services; 
18--Telecommunications; 19-Maritime transportation; 20--Air transport; 21--High- 
ways, infrastructure, construction; 22--Miscellaneous services; 23--Total services; 
24--Grand total. 














Table 6, Summary of Investments by Companies with State Participation, 1979-1983 
5-Year Pertod, Percentage Makeup, Italy and South 
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Key: [For iteme 1-24, please see key, Table 5, above] 
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Table 7, 


Summary of Inveatmenta hy Companies with State Participation during 


1979-1983 S5-Year Period by Agencies and Sectors, Percentage Ratio, South/Ttaly 
(Billions of Lire at Current Prices) 























SS — — —— 
(1) ETTOR! ER! ENtL | BELM | Tor |, 
— J 
attur rere | 
(5) 

Siderurgre 47.4 — — 47,4 
(6), ccallurgie — — 60.7 06,7 
ae — 30.1 | — 50.1 

Cement 57.1 — — 57,1 
46.8 8.4) #5 43.1 
_, “aa sebbenceebesnescent | 0.1 | — | — #,1 
(10) | 

¢ riparatior: naval 14.4 | — — 14.4 
(11) 

AAAIILI 100.- | 51,9 | — 52,- 
agen teens ⸗ 3 —— $5.- 

7 - 1 28.4 — 28.4 
i 45.2 — 65.0 $4.3 
(13) diverse 36.1 — 97.6 87,7 

(16) TOTALE MANIFATTURIERE 46.1 50.8 66,- 51.5 
Nore: 
(18) (17) 

Telec omunicazwn: 29.7 — — 29,7 

Dn § bs cewecews cccdbccecsteueeeel X.- — — »,- 
(19) * 

1 maritum: NL — — 
(20 

i — — NL 
cy" acre: NL 

Autostrade infrastrutture ¢ costru: §2,° — — 52.9 
(22) divers 4.8 ».9 99.2 70.6 

(23) ToTaLe S€mvizi ... 32.7 x .9 9.2 33.9 
(24) torase conmnant ... 6.4 50,6 69.4 42.6 


Key: [For items 1-24, please see key, Table 5, above] 
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Table 10, LInveatmenta hy State Participationa in Italy in 1979-19800196) (Bilitones 

































of L 
| i seTrrons | | ——1 
| (1) | | | 
| | | 
(4) | 
I 
i] ' 
Cl) Toe wi ov) 11 
0 122 m4 6% 
()Minereno Metallurgcs = 106 | is 210 406 
| Torae ·· 06s one ie 2,098 
i 10 A) 1” } 
wo 1” wi 1.011 
? 74 70 116 | 
4 “6 wo 127 |) 
655 : 1.275 1.Su 5.641 , 
ihe 307 Te on | 
2 i i$ 7 
1s as 100 1. 
125 102 112 | 9 | 
1. }ixv 701 ' 91% 
; J 
Servis (17) 
(18) 
Telecomunicanon: 1m 2.120 2.278 | 0.458 
Redioteleviaion ® 105 iu) On 
(1 Wreeporti merietim: die 186 ‘ ave 
(20 Yrresporti sere: 8 “4s sn 1.005 
(21) 165 ne 161 140 
‘car divers: a 4 61 8) is 
(23) Torace senven 1.801 5.103 pam 9.175 | 
(26) Torast cenw@nase ov frais 5 182 6.597 6.) | 16.471 
(27) twveermewn act'esrene » 434 1 082 7 2 > ns 
———— Totaut VETTE 57% 7.419 8.051 14% 
(Key to Table 10) Key; [For 1 cems 1-23, please see key, table 5, above; 25—Aluminum; 
26--Grand total in Italy; 27--Investmente abroad; 28-—Total investments. 
Pel 




















Table 11, Invemtmenta by State Participatiuns in Italy fm 1979019800196) 
(Percentage Makeup) - 
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Key: [Please see key, Table 10, above] 














Table 12, Tnveacmenta by State Participationa in South fn 197961980-198) (BLlitons 
of Lire at Current Prices) 

































serroany 
je. . : 4 | 
| 

) (4) | | | 
(5) ' | | 
ee a | us 6 J 
Alum es i" i 180 oh 
CO Minerario: Meaihurg.» , , 10 | ue * 0 

' Tora .. 1m +) 14 1.386 
J 
ee | . 7 ‘ 6 
re 46 in — 
—I— J— 1 * 8 

— ——— 17 
"Pon energedche 2 | 541 a7 1.50 . 
eye , i“ a9 7 
— —X — J 13 
—————— “ 1 ss Ce 
—2— diverse 01 — 87 w 7 | 
! | 
| (16) teens aammarneme . 1 cus 1.79% san 
P20)... commeentens 616 627 675 ioe. 

Radioteterimon i7 uN 4 
19 Freeport) marten: ai al al al | 

20 Wreeport: -—T,. al al al al 

3 infreetrutture ¢  ostrunon: “ LP i 16s wo) 

( divers: 7 se on 1m 

(23) Totaue @aven bal) 779 4) 1.437 

(26) | 


Totass cewenass o frais .. 1.7 2.176 1.77 6.710 . 








Key: [Please see key, Table 10, above) 
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Table 13, Lnvegtmente by State Partichpatfione in South fn 197919800198) 
(Percentage Makeup) 
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Key: [Please see key, Table 10, above) 

















Table 14, 
(Percentage Ratio South/Italy) 





Inveatmenta by State Participationa tn South tm 1979-1980—1981 
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ee = 


— — 


es 


Tt 


ve 





os 


riz + 














Te io r— 
oe os — — 
to oe tL ebL 6‘u9 
oo oes — a cs 
ow co cw oe Let 
(Zz) Dy] - cusBorryy 2ONmWIZ212d vUOLsry 
ror + iret | oa 6o6 tt owt suit ai? eli 7 
— —— — ¶t = 
Om + | Ose + | oe tm 1 Al out Ors Ort 
oT Tm rr “rit iv iw uel luv 
’ 
or * tr. set ite ° wii mii ue uur 
Sa Sie Se ee Os Go Sees ol 
| 
‘-: e-e 
wer, tee tee! teer we! 
(we Oreereean (1) 








AT BI —--y3nos ‘ucstavdwod s8equal10g--7 ‘aBueys sBejusedtag--{ «:Aay 





















































s*t9 


("or 


sts 


efet 





| 
| 


Na 


wioy 


ING 


le⸗o taa 2Ue2IND IW BAF] JO SUOTTT TE UT) 
poraoa 1¥ag=¢ CHI“SLGI 9Q2 107 QImog ↄna 103 sefousSy AQ poumMBiB01g SUeMISeAU] “CT FTQEL 

















[e8vd 3xeu penuyju0)] 


sq2efoad vogaonaaasuoo pu ‘SeTsaT[fOVZ sAnjgoniaqsvazuy 1eqI0 ‘sAhvaYySTY pepntoUT S¥Y 1032e6 942 O/GI ↄ20u76 
auoanataauoo [pivog p¥oy [VUCTIUN] SVNV Worz ATISO%H (¥) (2) [¥I02 pubID--g_ ‘SsjueWISseAUT UBTe104-~/T 
(2) [TB302 [WuczawA-=91T *[q) SeTITATIOW snoour [eDSTW--CT ‘einzoqtd uoCTIOW--yT ‘[(seds] syIvq [eUIeYy]--¢T 
[(@) sheagStg—z{ ‘3s0deuvsz2 Afsy--{[ ‘uos3ejsodesusi3 swyayaey--oT ‘euocyde el--—§ ‘eTt3xel--g ‘seyazAzIOV 
wos 3onposd [Woywego tey30 puv Aszep~WeYyOI3eqg--/ ‘sucgsvoOIpAy--g ‘epieddtusg--¢ ‘sozuoaqoe[e Buppntoul—-~y 
f@2$uor32eTe puw SutprTing-eufygow~e-¢ ‘setzfAt2ow peaerer puv ABin;Tesew ‘A13enput TeeISg--7 {81032e5g--[ : hey 


— Om t 








stor zt | toRO Tt 
























































-() arweanao wwioy = (8T) 
eecccococewococeces (LTY noreo nuoupeeo avij 


-@) ewnouwn mwaoy = (9T) 


ee eee | 


ee ee eee ee 


peeaeeaeesneesesseoeseeeeseeeeeeese 


oeevreeeeeee eee eee eneneneaeeeen eee ee eaeeaeeee 





————“— 


— — — 


‘iwo.tise 


(9471 JO SUCTTI TE) 


Biel IV9,-NI BL61-6951 Sutinp suosawdyofi1evq e3¥3g Aq Squaw SeAU] JO Setieg Wiel-Bu0] ‘V/CT eTqQPL 





47 











[Continuation of key to Table 15/A on preceding page] Jatructurea); (b) Miscel- 
laneous activities include food fndustry, miscellaneous and manufacturing industries 
and services and, starting tn 1977, spas and motfon pictures; (c) The differences 
as compared to the figures published in the Program Reports of the past several 
years are mainly due a change in the number of companies considered as well as a 
reclassification of some items and a wore precise way of matching up and crediting 


investments, 














Table 16, Summary of Inveatmenta by Deatination during 1979-1983 5-Year Term 
(Billions of Litre, Constant Prices) 
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EES on mel — | — | ce] na) = | = | am 
SETS - - o - ~- - oo} — 
7) Minerario-Metllurgico — Ss , ⸗ | nj; — x2 
} 7 
: Tora. 1.769 , 1.917) 1.199 32 goo) 21M 
| | 
PD onecene coc ceceeeeeeoucete | 35 = | om ss — = a=» = 
ee | 990 69 | 492) 1.551 * oo — 112 
SED coccvececocoesosesuceees | 203 - — 203 180 | — ~ 180 
10 Costruzion! ripararion! neweli ...... "| = - 7 7! «= = n 
1] Fonti enengetiche * 16 451 — 467 — | +40 — “ 
TS ee = as; = as; —- | wi — 258 
pffettlle oc ceeeeeeeceeeeneeeeeees - ‘| - ‘| = »; — 20 
| mj) - %) we) | = | = 50 
1S Piverse maniferruriere ............. | @| - 2 65 2/ - 162 184 
| (16) —- Toraue seanerarronmns  3.28S | 1.301 50} 5.106/ 1.5% 614; 1.071 | 3.455 
| 
Seas: (17) | 
1 8 fFelecomunicasions peGnestessoocesece | 11.427) — — 11.427 — == — = 
—  .............0000. | mol — 2 m~| < = = 2 
19 fresporti marittimi ................ |i - | — — — 482 = = 482 
2OWirasporti sere... «©. 6 ccc nees | 1.482 — — 1.482 — — — — 
. — — 6, — — oo; — — ⸗ 
— ———— | at 4 —I * @ - | 
| : | | 
(23) Torsse aavm ... | 19.629 | — | 4!) 13.833 482 — — 48. 
| 
: (26) Toraue cunmnaue Irauas | 17.106) 1.301; $26 | 18.939! 2.082 | 814) 1.071 | 3.997 
h w.. | 2 4.8 2.0/ 10,0 7,5 3,0 4,0 4.5 | 


Key: [For items 1-26, please keys, Table 5 and 10, above]; 29--Expansion and moderni- 
zation; 30--Reorganization and conversions; 31--New initfatives; 32--Makeup. 
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Table 16. [Continued] 
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Table 16/8, 
Term (Billiona of Lire) 
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9) Famurese axiende operansi oll'enero: 
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Billing Volume of Companies Operating Abroad during 1974-1978 5-Year 























= | 
1.399,1 | 1.697,0 | 1,952.0 | 1.636,.2 | 2.560,7, + 44,5) 40,5 
7,9 6.6 12,8 13,3 17,5 | + 4,2 31,6 
- — 3,9 5.9 > 2,0 51,3 
— — — 0.4 1,6 * 1.4 3$0,0 
11,3 6,2 7,1 4,7 6,0 | > 1,3 27,7 
0,2 == —_ 66,2 113.9 * 45,7 67,0 
l 358,5 1.671,6 1.972,8 1.926,7 2.725.8 | > 799,1 41.5 
| 
| | 
| 1.310,0 | 1.5697 | 1.6982 | 1,926.7 | 2 M50) + MHI) 418 
| 2.127.7 | 3.212,1 | 4.021,6 | § 212.2 | 6.189,0 | + 976.8 18,7 
i 
yeeees 3.437,7  4.781,6 | 5.659,6 | 7.138,9 | 6.914,8 | + 1.775,9 14,9 \ 








Key: l--Sectors; 2--Percentage variation, billions of lire; 3--(a) Billing volume of 
companies operating abroad; 4--Hydiocarbons; 5--Machine-building; 6--Chemical; 7-- 
Textile; 8--Food; 9--Miscellaneous manufacturing; 10--(b) Billing volume of connected 
Italian companies; 11--Net consolidated billing volume (a-b); 12--Exports of na- 
tional companies with state participation; 13--Overall net billing volume on foreign 
market (a+b); (a) As of 1977, the billing volume shows the net figure for exchange 
[trade] (billing volume between companies within the area of the management agency 


Lo which they belong). 
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Table 16/C, 


cipation during the 1974-1978 SeYear Term (Billfons of Lire) 


Foreign Billing Volume of Entities and Companies with State Parti- 













































| | | rermihordt 
7 ur 
0 | | | 
| Atiende naronali | 
t LRA : | 1.167,0 | 2.1973 | 2.4770 | 2.069,6 | 3.492.868) + 649,2) 22,6 
E.N.I | $8007 | 656.6] 931,91) 1.062,01 1.972.8 + 110,86) 6,0 
FAM. * | 232.0 | 272.2) 40,7 | $00.6) 723.4) + 222.8 “4.5 
| E.G.A.M 2* 128.0 146.0 202.0 = — — | — — 
Toraur... | 2.127,7 | 3.212,1 | 4.021,6 | $.212,2 | 6.189,0 | + 976,86 | 18,7 
(4) | | 
| Aviende emere 
V 1.347,0 | 1.665,6 | 1.965,7 | 1.922.012.7198, + 97,8) 41,5 
| BFAM 11,5 6,2 7,1 4,7 6,0 | + 1,3! 27,7 
i Toran: 1.956.5 | 1.571,8 | 1.972,8 | 1.926,7 | 2.725.868) + 199.1 | 41,5 
) 
(5) Toraut compusssivo... | 3.486,2 4.663,9 | 5.994.4 | 7.1386,9/) 6914.8 +1 155,9 | 25,0 





Key: l--Agencies; 2--Percentage change, billions of lire; 3--National companies; 





4~-Foreign companies; 5--Overall total, 
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Plans, Objectives 
Rome RELAZLONE PROGRAMMATICA in Italian Vol 1, 1980 p 103-114 
L Vext7 Chapter VII, Objective Pursued by State Participations System 


1. The formation of the state participations in their current structural setup 
took place at various times and in the presence of definitely differentiated pro- 
blems: the establishment of the IRI was the result of the need for preserving the 
country's industrial structure which had been hard hit by the worldwide crisis at 
the beginning of the thirties while the constitution of the ENI was the result of 
a deliberate economic policy choice which was debated at great length and which 
was designed to take the exploitation of methane-containing resources away from 
private speculation; these sources had been discovered a short time earlier in the 
Po Valley; another purpose was, through public business undertakings, to bring 
about energy supply conditions different from those of the past. 


With the establishment of the ENI and the simultaneous assertion of the IRI as an 
instrument for the propulsion and development of essential sectors in the Italian 
economy (this is particularly true of the steel industry), the state participations 
became a permanent fixture of the Italian economic system to which they imparted a 
turn of an institutional type. This was confirmed several years later with the 
creation of the Ministry of State Participations as a political factor in the 
assembly of the system which, on the management level, retains its full authority, 
something which by the way is quite in line with its nature as a grouping of enter- 
prises designed to tackle competitors on the market. 


Thus was created an effective and original instrument of public intervention in 

the economy which performed an irreplaceable role as a moving force for development 
and which represented one of the main points in the entire Italian production 
systen. 


The system of state participations indeed contributed to the Italian economy's 
quantitative and qualitative development through the following: 


(a) The investment of tremendous sums in the effort to boost some strategic sectors, 
especially basic sectors (energy, chemical industry, steel industry) where the 
commitment of the private outfits had turned out to be inadequate or where develop- 
ment was obstructed by formations with structures that had a low level of competi- 
tive capability; 


(b) The increase brought about in accumulation which permitted a speed-up in the 
industrialization process; 


(c) The placement of major industrial initiatives in the South; 
(d) A vaster presence of Italian products on foreign markets. 
Over the past 10 years, the progress of the economy, not only in Italy, but also 


on a worldwide scale, has been characterized by a more accentuated cyclic charac- 
ter with ever more marked phases and more closely-spaced economic downturn, The 
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conferences were particularly serious for the atate participations which had emerged 
from a long period of major efforts. Indeed, the rather jerky progress of the 
economy particularly etruck the heavily capitalized sectors, causing serious losses, 
while the diffic.lties in the entire private production establishment likewise in 
the end, in some cases were shifted to the state participations. In spite of that, 
the state participations did continue during the seventies to maintain high levels 
in investments, substantially performing an anticyclic function, compensating-- 
although only in part--che inadequacy of private investments during phases of 
depression. 


2. Some Processes of System Downgrading 


Some developments over these years weakened the state participations and reduced 
their capacity to act as a moving force for the entire production system, 


The causes leading to the weakening of the system are many. In this connection it 
must be recalled that: 


(1) The operations designed to salvage the enterprises inside or outside the system 
(the former EGAM), which the government considered necessary, had a noteworthy 
effect on the profitability of the state participations and on the capacity to in- 
crease the accumulation. Some of the operations mentioned here then extended the 
intervention of the system itself to sectors where the presence of public enter- 
prise did not have and does not have any motivation except in the light of the re- 
quirement to safeguard employment levels where the inadequacies of the economic 
policy and social-political pressures had come to a burden on the individual 
enterprises; 


(2) The shortcomings of economic policy and the obstacles placed in the way of labor 
mobility (in an attempt to defend employment, an attempt which proved to be illusory 
where long-range prospects are considered) presented the state participations from 
adapting their structures and their production roles to the new prospects and re- 
quirements of the Italian economy which continued to take shape at the beginning 

of the seventies. The consequence was that a persistent situation of heavy losses 
developed in many sectors; 


(3) Some shortcomings emerged in relations between the system of state partici- 
pations and the government. The impossibility of assembling a worthwhile economic 
plan--in which industrial policy had to constitute the main factor--until then had 
negative repercussions also on the government's ability to propose, to the state 
participations, coherent, sufficiently stable strategy outlines which would be in 
tune with the requirements of social-economic development. In this context of un- 
certainty, particularly full of negative consequences, we came to the policy of 
allocation [endowment] funds. The political situations caused in recent years made 
it difficult for the government to propose an increase in allocation funds and it 
was up to the parliament to approve that. Indeed, the increase in allocation funds 
--if granted adequately and without harmful delays--could have turned out to be a 
particularly effective instrument in supporting the growth--including the techno- 
logical growth--of the state participations and orienting the growing system toward 
the objectives that are its own. Due to the shortcomings and delays in the 
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allocation fund policy, these possibilities were not realized. Under these con- 
ditions, the public enterprises were forced to resort to the credit system in order 
to finance their investments. That resulted in a further decline in the system's 
profitability and an accentuation of the effects which we will cover in point (5); 


(4) Some events--particularly the profound changes that took place in international 
relations above all due to the modifications in the distribution of labor on a 
worldwide level and the oil crisis--caused an abrupt deterioration in the prospects 
of some sectors of the state participations, further aggravating the effects of the 
structural rigidity mentioned earlier; 





(5) The persistent loss situations which, as a result of the above-mentioned events, 
arose in various sectors of the state participations, tend to get worse as a result 
of some cumulative processes. The frustrations arising in the management struc- 
tures, the weakening of the incentive to reduce costs, which is fully at work when 
the market (or other systems of incentives and penalties) pushes the enterprises 
along--also toward confrontation--into seeking the most efficient structures, the 
consolidation of corporative interests--all of these helped amplify the effects 
which the above-mentioned phenomena had on the profitability of the enterprises. 

We must remember here that while, on the one hand, the lack of a serious plan cer- 
tainly does not favor the action of the state participations, on the other hand, 
their weakening makes it more difficult to formulate those very same economic plans 
and this, as we said, in turn had negative effects on the system's efficiency as 
such. 


3. Urgent Need for Reorganization 


The consideration of the degenerative processes of the past several years and the 
effects which they had causes us to underscore the urgency of vast reorganization 
processes in the system of state participations. As a matter of fact, such pro- 
cesses are necessary also in vast private sectors or those which at least formally 
are private. Law No 675 was passed in 1977 precisely to facilitate these processes. 


The contribution of the state participations to reorganization and industrial re- 
vival however assumes particular significance not only because of the social-economic 
importance of the sectors which are in crisis and which constitute the public entre- 
preneurial system, but also because that contribution must--above all in the 
South--be implemented in such ways as not to aggravate, in the immediate future, 

the problem of employment and so as to create, in the most immediate possible future, 
prospects for an increase in jobs more in line with the country's social and popu- 
lation requirements. This is why we cannot help but express our strongest concern 
over the delays with which Law 675 is being implemented as a consequence of the 
well-known political events that took place this last year: the effects of the re- 
grettable delays are particularly serious because of the complex procedures provided 
for in that law. One consequence of these delays must be underscored: the failure 

to request increases in allocation funds had particularly negative repercussions 

in many sectors (steel industry, shipyards, certain textile enterprises) which are 
in conditions of liquidity that are entirely insufficient even when it comes to 
handling their own routine activities. Because the state participations can get 
moving toward the solution of the serious problem of reorganization and because they 
are thus able to pursue the objectives of the system itself, as the structural 

crisis of the Italian economy demands, it is necessary to adopt other economic 
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policy measures. Indeed, in addition to the prompt implementation of laws 675 

and 787 and the effective implementation of Law 183, it is necessary to resolve 

the problem of labor mobility with a method which was already suggested in Law 

675. It is therefore necessary to reconcile the needs of the workers with those 

of the enterprises which, in the long run, coincide with the real intereste of all 
workers, both those who are already in the system and those who might get in only 

if the process of accumulation is stepped up and correctly guided. Another economic 
policy problem to be solved involves the support for and qualification of the 

demand in long-range terms; the solution of that problem could help the state 
participations in the adoption of valid strategies. 





roblem of Labor Mobility 


The problem of labor mobility comes up in the country's depressed and underdeveloped 
regions--especially in the South--in terms different from those in the developed 
regions. In the former, layoffs involve a steady increase in unemployment which is 
difficult to absorb; this must therefore be avoided by enterprises with state 
participation for social-political reasons. The reduction of employment in enter- 
prises which have no prospects, not even in the long run, assuming an adequate 
recovery, must take place through the development of alternate activities which 
would permit the transfer of manpower from enterprises without prospects to enter- 
prises which have sufficiently valid and secure prospects. In this form however 
likewise, mobility is possible if the labor union--making the workers fully aware 
of the fact that the interests of the entire working class can be guaranteed only 
by a development which turns out to be efficient in the long run--is in a position 
to facilitate an employment possibility which calls for the transfer of workers 
from a hopeless enterprise to another one with good growth prospects, even if the 
former were to be an enterprise with state participation while the latter is a 
private outfit. 





In this connection we must not forget that, precisely because of the needs for 
reorganizing many enterprises with state participation in the South, the contribu- 
tion of the private enterprises--to the extent that they can better utilize the 
entrepreneurial potential--is absolutely necessary for the solution of the employ- 
ment problem. As we shall see, the system of state participations can facilitate 
the formation of new private enterprises and their efficient growth. 


In the developed regions, labor mobility can instead by entrusted to the market 
which would be properly controlled and guided by the action of the regional agencies 
which take care of manpower retraining so as to transfer workers from terminated 
activities to others where there are valid and steady prospects. The state par- 
ticipations reorganization programs therefore to a great extent will depend on the 
creation of such agencies (already provided for in the law on industrial reorganiza- 
tion) and their effective operation. The broadest leeway which, through similar 
initiatives, becomes possible also for enterprises with state participation in 

the North, can make it possible to step up efforts aimed at normalizing and expand- 
ing the employment structures in the South. 


5. Sustaining the Demand 


Sustaining the demand is an effort which so far has been pursued essentially in 
relation to the requirements of the particular business situation as conceived 
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in a macroeconomic context. The problem as a matter of fact also comes up with 
reference to the needs and medium-term and long-term growth prospects. This 
applies not only to the attainment of economic and social objectives which call 

for changes in the structure of the demand (greater expansion of social services 
which will characterize a new development mode) necessary among other things to 
solve the serious energy problem) but also by the need--which indeed also springs 
from a mere macroeconomic approach--for a higher Italian economy growth rate, such 
as it is required to attain the two priority objectives of the South and of employ- 
ment, particularly youth employment and generally, in order to correspond to the 
country's social and population needs. 


The effects which the public demand can have in certain psrticularly critical 
sectors--such as electronics, the nuclear industry, and mass transportation--are 
very significant. Greater development of public demand for goods and services 
produced in those sectors is justified for various reasons. One of them deserves 
underscoring: the impossibility of redimensioning the activities of many enter- 
prises of the state participations, especially if they are located in the South 
--but also the need, in any case, to achieve an expansion of production in order 
to permit more efficient exploitation of plants and to assure more reliable pros- 
pects of employment--suggests the timeliness of allocating public funds not so much 
to making up losses but to the development of the demand for goods produced by 
those enterprises (means of transportation, for example), thanks to which it is 
possible to hold down and eliminate those losses. In particular, a major effort 
is necessary to boost and develop maritime transportation so as to attenuate the 
serious crisis which has struck the shipbuilding sector. 


Particular industrial growth prospects are associated with the effective implemen- 
tation and, if necessary, courageous revision of the 10-year housing construction 
progran. 


The system of state participations can contribute to the preparation of such a 
program with some of its own enterprises, such as Italstat, which are now managing 
to maintain the production levels necessary to guarantee a certain equilibrium 
thanks to the development of activities abroad which are unfolding in an ever more 
competitive and lively context that seriously determines methods and strategies. 


The development of services--which, as we said before, will have to be character- 
ized increasingly by the structure of the final demand during the years to come-- 
can offer possibilities of growth for enterprises with state perticipation in 
sectors where their presence has more valid and stable motivations. The current 
technological developments and those which can be anticipated enable us to visualize 
interesting possibilities in these sectors: in particular, new services--including 
sophisticated ones--can be offered to telephone users. 


With a view to these possibilities it is also necessary to tackle the problem of 
rate schedules in new terms. It makes no sense as a matter of fact for the state 

to subsidize consumption which is not socially necessary, at least to a greater 
extent than it subsidizes the other consumptions which families make by purchasing 
goods and services on the market. Through these services, where they are sub- 
sidized, we must adjust the rate schedules so as to enable the enterprises to 

carry out the necessary expansion processes with sufficiently restrained utilization 
of public funds which by the way are not enough for the development of other 
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socially more necessary activities (such as, for example, those involved in the 
development of the South and those for the rationalization of the Italian agri- 
culture). For those goods and services (such as electrical energy and telephone), 
which we want to provide for families that do not have them, one could provide 

forms of subsidy to be so accounted through the taxpayer's income tax form (so 

long as the family income, which would naturally have to be reported in connection 
with the necessary reference to the separate filings of the other members of the 
family, does not exceed certain levels and so long as the expenses for services 

and goods which are supposed to be subsidized are adequately documented). Asserting 
the need for a new development model--which among other things is required to ob- 
tain a new and steady social consensus--this, quite logically, implies that, for 
certain services, the rate schedule obstacle, which today obstructs the development 
of social consumption, likewise be removed. Greater development of such consumption 
will facilitate serious planning of public demand for a variety of goods and services 
that would permit greater and more qualified development of state participations. 

We would thus be creating the conditions for definitely overcoming the serious 
crisis situation which, in some sectors, cannot be corrected without causing nega- 
tive repercussions on the employment structure. 


6. The Energy Problem 


Problems connected with the availability of energy sources for Italy currently have 
absolute priority. It is not by chance that, among the sectors of state partici- 
pations, the one relating to energy sources takes the biggest amount of invest- 
ments in the manufacturing sectors. 


All consumer countries are turning their attention to a policy of maximum diver- 
sification of sources and accelerated search for sources other than petroleum. 

It must moreover be kept in mind that the revitalization of the energy balance 
sheets of the consumer countries and the shift toward alternate sources, other 
than petroleum, will take place at a very slow rhythm because of the great sticki- 
ness and inertia of the existing models of supply and demand. 


The study on the final uses of energy conducted by the ENI, for the first time in 
Italy, evidenced a vast area for the improvement of Italy's energy system; but in 
many cases, the transformation does not yet turn out to be economical and this 
considerably slows down any possible initiatives. In other cases, the substitu- 
tion of the petroleum is possible, both from the technical and from the economic 
viewpoints, but it would take high investments which create complex financial 
problems. In other cases, finally, there are obstacles of a technological nature 
to be resolved. 


From what we have said so far it follows that--while making a maximum effort toward 
a reduction of petroleum consumption--the demand for crude will continue to be the 
element that determines the nation's energy balance. The action of the ENI to 
contribute to the coverage of Italy's petroleum needs in the past has followed 

a double strategy and, properly boosted, will have to continue to follow such a 
strategy: on the one hand, by stepping up the development of prospecting in Italy 
and abroad, which is facilitated by the inclination of some producer countries to 
resume prospecting in their areas, where things have been stagnating for quite some 
time, and on the other hand by developing a supply policy which will seize the 
opportunities which have been created as a result of the assumption, by the producer 
countries, of full control over their mineral resources. 
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These developments are facilitated by the public enterprise character of the ENI 
which is able to take advantage of every possibility that arises--and which will 
always have to be able to do so--by offering a complex range of services extending 
from technical and financial as well as organizational assistance to mining pros- 
pecting and the exploitation of deposits already in production, all the way to 
the planning of plants for the down-line phases (refining, petrochemistry) and to 
personnel training and upgrading. 


An important aspect in this function is that the ENI cam have available the best 
technologies and know-how in tackling the complex topics of mining prospecting in 
increasingly difficult situations. This is also why its consolidated balance sheet 
must give it a degree of financial security which is indispensable in enabling it 


te face the risks and the cost of petroleum supply which keep growing at tremendous 
rates. 


Along with petroleum supply it will be necessary to step up efforts in the natural 
gas field which is the first major line of diversification with concrete possibili- 
ties fo producing results in the near future. 


Regarding the nation's energy policy, we must now resolutely move on to the phase 
of drafting the “operational blueprints” for the Energy Plan. It is in this phase 
--which must be pushed all the way to the preparation of complete feasibility 
plans--that ome can concretely check out the real implementation times for the 
undertakings and identify and properly tackle the bottlenecks that might arise on 
the various levels of administrative procedures, financing, technology, and 
coordination of activities of the various entities. 


It is first of all necessary in a specifically point-oriented manner and without 
duplication of effort to assign the nation's energy agencies the job of preparing 
these blueprints by certain deadlines, making sure that there will be close opera- 
tional coordination for those operations which are combined and connected between 
them (supply and solution of transportation problems and infrastructure facilities 
for coal; planning and preparation of plants for utilization of coal, supply and 
processing of nuclear fuel; program for developing nuclear power plants, etc.). 


It is for this purpose that a committee was established in the ministry with the 
participation of representatives from the agencies involved inthe coal problen, 
another major line of diversification which is designed to identify and coordinate 
the individual operational lines. One cannot overlook the need--within the frame- 
work of the policy of diversification--for rapidly carrying out a national nuclear 
program in order to assure an important energy source which will be safer than 

any other from the strategic viewpoint and which furthermore is necessary so that 
Italy may stand up to the other industrialized countries on the economic level. 


In the context of the problems indicated here, we finally come to the need for a 
review of the system for price determination. 


7. Commitment of State Participations in Agricultural and Food Fields 


Another sector where the commitment of state participations assumes particular 
social-economic significance is the agricultural and food field. It is a good 








idea to recall here that the food industries can be classified in two sectors which 
have different features, just as we distinguish between pure chemistry and basic 
chemistry. 


The former sector comprises industrial establishments which turn out sophisticated 
products, whose economic results depend on commercial strategies, on the capacity 
for product innovation as well as on the production technologies. The validity of 
the entrepreneurial initiative for these industries becomes the criterion for their 
permanent existence within the state participations. 


The second sector comprises the agricultural and food industry establishments 
where the commitment of the state participations has further justification. The 
normal development of that industry can as a matter of fact contribute to the 
efficient growth of agriculture. 


For some food products, we have changed or we are changing the convenience of 
separating the initial processing, necessary for sales or the industrial upgrading 
of the products themselves, from agricultural activities properly speaking. This 
brings up the need for identifying--also through suitable research and experimenta- 
tion structures--new and broader possibilities of technical and commercial connection 
and integration between the food industry and agriculture which would permit a 
double advantage: increasing the added value of agricultural activity and elimina- 
ting some middlemen who prevent or harm the regularity of sufficiently powerful 

flows of products, necessary for the efficient development of some food industries. 


The system of state participations must therefore above all move in that direction, 
toward a more valid development of the agricultural and food industry, with par- 
ticular attention to the possibilities and requirements of the South. 


8. Commitment of State Participations in Telecommunications 


Significant innovations are anticipated in the telecommunications sector. The 
telephone will be the tool through which the families and the enterprises will be 
able to obtain a vast range of services made possible by the combined use of 
telephone and television. 


The development of these services will significantly influence both the structure 
of consumption and the company technologies and organizations. 


Profound innovations are underway in telecommunications technology as such, ranging 
from switching instruments in electronic engineering to the use of satellites. 

An enterprise with state participation must step up its commitment to speeding up 
these technological developments and creating conditions so that the public at 
large may avail itself of those developments. 


An adequate and well-planned development of the public demand can promote the 
economically valid growth of industrial initiatives in Italy which would permit a 
reduction of dependence on the big multinational enterprises. To make sure that 
these developments will materialize we must however--as we had occasion to observe 
earlier--make sure that the problem of rate schedules will be solved with the help 
of procedures which will make the prospects for the enterprise less uncertain, 
which will make controls even more efficient for smooth service for the consumer and 














which will reserve “subsidies” from the community for those who are justified in 
receiving then, 


9. Commitment of State Participations to Materialization of Infrastructure and 
Housing Construction 


The qualitative and quantitative characteristics of the civilian and social infra- 
atructure demand calle for the availability of workers who will be able not only 
to plan the projects but also to complete the undertakings in all of their aspects 
while meeting deadlines and employing th wost econow! al solutions. 


In the system of state participations there are enterprises, such as those of the 
Italetat Group, which are fully able to meet these requiremente. The operational 
dimensions of these enterprises, the high degree of functional integration, and 
the results achieved also abroad, demonstrate .het they are liable to be further 
and more broadly used in order to respond to (he demand for infrastructure projects 
in Italy within a context of cooperation with private outfits. 


It ie known that the demand for such projecte--schools, hospitals, public of fices-- 
is very high, as is the demand f«; low-cost housing where there is a growing 
shortage. 


The traditional ways with which public intervention has been carried out in these 
fields are not at all efficient because of the rather cumbersome procedural and 
administrative requirements which mean that the entire undertaking itself cannot 
respond to the need for the desired solutions. 


By virtue of their nature as enterprises, the state participations are not subject 
to rigid red tape and are therefore able, with adequate action and in a time frame 
in keeping with the technical commitment, to tackle the problems we mentioned here. 
On the other hand, this is proved by the achievements in the highway sector. The 
important thing therefore is to transfer the positive experience in this field to 
the presently most troubled sectors of the civilian infrastructure and housing 
construction where massive action--taking into account the dimensions of the demand 
--would also be an effective anticyclic move. 


Interesting programs are now underway. In this connection we recall the construc- 
tion of post offices as well as housing units for the personnel of the Ministry 

of the Post Office and Telecommunications. Other programs are in the advanced 
planning phase or are now ready. Of particular interest here is the program which 
Italstat is perfecting in conjunction with private groups and with the Cooperative 
Movement, involving the construction, in a cooperative form, of houses to be sold 
at very low prices, in keeping with those fixed by the government's 10-year plan. 


During the “pilot” phase of the project, 30,000 houses would have to be built in 
5 years. 


These are programs which, although conspicuous, do not absorb the broad operational 
capacities of the companies in the sector while the needs of the country demand 
their complete and most efficient utilization, also through the definition--as 

was done for the highways--of suitable legal instruments capable of regulating 
relations between the state and companies with state participation. 


67 

















10, Maritime Services and Shipyard Activities 


A major effort must be made to boost maritime transportation and thie must be done 
through methods which would guarantee maximum economic efficiency. 


In this sector--also be suse of the obstacles deriving from certain infrastructure 
facilities (in particular, the ports, whose development has been entirely in- 
adequate in qualitative and quantitative terms)--technological development has 
been insufficient in promoting that development of the demands which other struc- 
tures could have permitted with great advantage for a country such as Italy which 
is entirely facing out toward the sea. 


With initiatives suitable for bringing about greater development in the domestic 
demand for ships with certain characteristics (a demand which is added on top of 
the drive to increase the foreign demand) and a greater upgrading of the Italian 
shipbuilding industry so as to enable it to produce such ships, we could facilitate 
the resolution of the serious crisis that has struck the shipbuilding industry, 

4 crisis which is not just an Italian crisis, to be sure. 


Forms of interconnection between the various operators, who in various ways are 
interested in these sectors, will be sought out to attain the above-mentioned 
objectives while a more massive effort will have to be made for the development 
of reserach. 


ll. Upgrading of Entrepreneurial Capacities 


While some sectors of state participations--where justifications for the public 
presence are most valid--can be offered adequate development prospects--through a 
reconsideration of the statement, methods, and objectives of economic planning-- 
growth in other sectors increasingly depends on the upgrading of management per- 
sonnel capacities. Indeed, except for the energy sector, the phase of up-line 
technological innovation, which involved basic processes (particularly in electron- 
ics and in information science) and industrial raw materials, is running out while 
the phase of down-line innovations is assuming growing vigor and that involves 

the variety of possible applications and among other things it also offers inter- 
esting prospects for starting a new development model. As a matter of fact, as 

we had an opportunity to observe in dealing with telecommunications, the applica- 
tions which make possible the development of new services are particularly signi- 
ficant--services for which new infrastructure facilities are required and which 

are connected with new forms of social consumption. While the big enterprise with 
state participation--in relation to these possible developments--is asked to make 

a major effort in the materialization of infrastructure facilities which become 
necessary and in the promotion of certain technological developments, broad pos- 
sibilities are created for the development of personal entrepreneurship [individual 
businesses] which in many sectors are much better at visualizing and coming up with 
new products and new technologies. 


But there are still various obstacles in Italy to the development of individual 
businesses: the low level of commercial and financial qualification of innovative 
products, the efficient infrastructures which only a big enterprise can remedy, 

the difficulty in getting those services which can be conveniently produced inside 
the enterprise when it reaches certain dimensions. The system of state participations 
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can help eliminate these obstacles. Thies is why plane have already been made for 
a company to operate in the region of the South which--aseuming that adequate re- 
sources and public support measures are available--will have to perform a function 
of interconnection and development between three agencies with state participation, 
in collaboration with private enterprises, both in direct operational terms and 
through technical and commercial assistance, at home and abroad, for those entre- 
preneurial initiatives which can be expressed or settled in the region. 


12. Development of Activities Abroad 


The development of activities of enterprises with estate participation abroad has 
been intensified in recent years. 


New motives will have to be added to this development line. Interconnections 
between enterprises with estate participation and production systems of other coun- 
tries appear increasingly necessary: 


(a) To improve the possibility of our system to contribute to the promotion of 
those developments of the world economy which are destined radically to modify 
the distribution of labor on an international level and the prospects of growth of 
the various countries; 


(b) To hold down or counterbalance the economic power which, in certain sectors, 

is being assumed by the multinationals also in our system. There are some sectors, 
such as the chemical industry, for example, where the full implementation of the 
potential of a big enterprise is possible only if the enterprise manages to achieve 
a significant position in the world economy. 


What happened in the nation's chemical sector is a matter of strong concern; here, 
bitter oligopolistic competition in certain departments, initially, and inadequate 
coordination and programming efforte--which called for early and efficient inter- 
vention by the government and the financing system--afterward made the consequences 
of the crisis which struck these sectors in recent years even worse. 


Left to itself, Montedison had to try to get financing through concessions on some 
of which one cannot help but exprese confusion because of the negative aspects 
which they will have on the prospects of the enterprise asserting itself on the 
international level; 


(c) To facilitate the problems of reorganization in some sectors; it is indeed the 
possibility of having broader commercial structures and using new technologies and 
know-how from producers in other countries which can improve the prospects of some 
enterprises that, by virtue of their past record and the development on the market, 
experience serious difficulties in regaining their own way to recovery and growth. 


In some sectors (such as the chemical industry), prospects of development then to 
a great extent depend on the search for new connections with other big enterprises 
which will enable us better to utilize our strong points, also properly orienting 
our research activities. 
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13, Technological Deve lopment 


The prospects of development of state participations and, by the way, those of 
any group operating in the production field, to a great extent depend on the 
capacity to achieve and implement innovations and that presupposes a etrong and 
growing commitment to scientific research. In this field, the albeit significant 
effort, hase not always been up to the requirements of surviving in competition and 
here an essential component is the originality and the high qualitative level of 
products. In this respect, the case of the fiber industry ise very significant; 

it has been having serious trouble for many years. This department does not use 
its production capacity except to a limited percentage and it etill running into 
serious difficulties when it comes to selling its output. In spite of that, Italy 
last year imported appreciable quantities of synthetic fibers. This apparently 
contradictory phenomenon partly can be explained through the innovation processes 
carried out during the phase of expansion of enterprises in other countries, 
skillfully exploited on the commercial level, where the demand for such products 
was particularly rigid during period of recession. 


There is no doubt that the ministry and the management agencies must make more of 
a commitment toward the creation of the conditions (particularly the structures) 
for a more intensive and better development of research which would help toward a 
revitalized entrepreneurial effort that would produce those processes of innova- 
tion and continuous reorganization that are required for the uninterrupted and 
proper growth of productivity. 


14, Institutional Conditions 


To make sure that the process of state participation recovery and revival does 
indeed take place, we need early decisions on the financing of the programs of the 
entities and we must create the conditions necessary for their implementation and 
their early updating. An efficient state participation policy--like the more gener- 
al development policy for the South and the policy for the expansion of productive 
employment also in the public services--is however systematically hindered by 

the essentially business-cycle-oriented statement of economic policy which is heavily 
influenced by processes of corporativization of the Italian economy, where public 
spending, designed to promote consolidated corporative interests, is rigid; the 
flexibility demanded by the stabilization policy must be supported by programs 
aimed at influencing the structures with delayed effects. The interests which will 
be promoted by the structural policies--whose implementation by the way is running 
into similar obstacles of an organizational and procedural nature--are not heavily 
union oriented and are furthermore aware of the various consequences of the several 
economic policy alternatives when they are the vehicles for the corporative in- 
terests mentioned. 


It is therefore necessary for the government to review its structural policy, par- 
ticularly, regarding a correct evaluation of the situation of state participations 
and their prospects. Only an effective statement and early implementation of re- 
covery and revival programs for the state participations can prevent other situa- 
tions from recurring, such as that of the EGAM enterprises. The Italian economy 
in reality cannot put up with any further downgrading of the system of state 
participations which, if restored and revived, could contribute to a more stable, 
a more qualified, and a socially more valid growth. The problem of allocation 
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funds must thus be tackled vigorously but aleo realistically in the full awareness 
that the “ostrich” policy does not solve problems but rather makes them worse, 


To make sure that the process of the system's restoration and revival can be 
successful, we must seek to get together with the labor unions not only on local 
situations but aleo and initially on the role which the state participations can 
and must play. 


The process of restoring the system must be accompanied by a process of reorganiza~ 
tion. Studies--being carried out above all by the Chiarelli Committee-have already 
been prepared with valid indications that must be reconsidered in the light aleo of 
the most recent developments and the problems which come up. The ministry intends 
to etep up the action launched in connection with the reorganization programs that 
will have to be carried out in such a way as not to harm but rather to promote 

the process of restoration and recovery and to improve ite long-term prospects. It 
is perhaps a good idea to underscore some of the criteria which the gradual re- 
organization of the system must be guided by: 


(a) Reconciling the demands for complementarity inside the system with those forms 
of competition which it is possible 4nd opvortune to implement; 


(b) Boosting the activities of the state participations abroad also through agree- 
ments and various connections with enterprises in other countries; 


(c) Using the potential of the state participations also to facilitate the rise and 
growing strength of small and medium entrepreneurs who, together, can make con- 
spicuous contributions to the attainment of employment objectives. 


It is necessary better to spell out relations between the ministry, the agencies, 
the finance companies, and the operating companies. In particular it is necessary 
to clarify the spheres of entrepreneurial autonomy and adequately to provide res- 
ponsibility, on the various levels, for those who help determine the directions 
and results of the activities of the enteprises with state participation. 


It is therefore necessary--also to guarantee a greater development of research 

and more efficient innovations--to re-evaluate the spirit of entrepreneurship of 
the management of enterprises with state participation, restoring to it the func- 
tions which are its own. In this respect, we cannot overlook the fact that it is 
necessary to come up with a more stable setup for the body that controls and 
issues directives to the public entrepreneurial system. The ministry on the other 
hand has discharged its functions with a certain discontinuity, on account of the 
entirely too frequent government and parliamentary crises which did not permit the 
drafting and coherent implementation, on the political responsibility level, 

of clear strategy outlines and which furthermore placed the enterprises in serious 
difficulties, preventing them from having adequate financial resources at the 
proper time. This means that the management function was often diverted from its 
major entrepreneurial responsibilities, also in view of the commitment which many 
managers had to concentrate on the search for financing sources or, in another 
area, in dealing with labor union leadership groups. 


If we managed to restore, in the state participation enterprises, a less trouble- 
some financial situation and more stable industrial relations, we will be creating 
more balanced management conditions in whose framework we can assign to innovation 
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the role which it must play, if we want succesefully to tackle the growing competi- 
tion on the domestic and foreign markets. 


The criteria on the basis of which the managers in the state participations are 
chosen and promoted must be such as to prevent the formation--particularly on the 
enterprise level--of closed managerial etructures with negative repercussions on 
the efficiency of management activities and on the intensity of innovative activity. 
The structures must be open to any positive experience and must be capable of re- 
newing themselves. 
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